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IN THIS ISSUE 


e Mavericks and Management. Gray flannel suits may always 
be with us, but the conforming virtues they have come to 
symbolize—and the premium that was once placed on them— 
are definitely passé. For no longer is the “homogenized” man- 
ager who fits in, gets along, and offends nobody considered the 
catch he once was. Instead, says EUGENE RAUDSEPP, industry's 
selection criteria are gradually being revised, but will have to 
be revised further and faster, to “screen in” more of the people 
with brains, ingenuity, and the courage of their own convictions 
—the mavericks that management isn’t sure it knows how to 
handie, but can no longer do without. 


Uphill Battle. The American labor movement has got into some- 
thing of a rut and still cannot seem to gain any traction with 
the thousands of potential members who were “scheduled” to 
have been signed up by now. On page 24, ROBERT DOOLAN 
looks at some of the reasons and examines future union 


prospects. 


The Computer and |. A spoof, by a systems expert who should 
know, about what happened The Day the Machine Took Over 


(see page 45). 


What's Wrong Down There? The higher up an executive moves, 
the more difficult it is for him to keep in touch with the people 
under him with whom he doesn’t have daily contact. On page 
62, DAviD BROWN discusses One method by which some execu- 
tives continue to exercise “management by exception” without 
becoming too insulated from the problems and viewpoints of 
subordinates and their key people. 


— Ko Stamm. 





JULY 1961 


VOLUME 50, NO. 7 


MANAGEMENT 
REVIEW 


SPECIAL FEATURES 


The Shine on the Gray Flannel Suit Eugene Raudsepp 
Unions: Tougher Sledding Ahead? Robert J. Doolan 
The Computer and | Ls Fe 


How You Can Use the Problem Meeting David S. Brown 


BUSINESS DIGESTS OF THE MONTH 


International Intelligence for the International Enterprise 


California Management Review 
Che Personnel Department—A Dollars-and-Cents Evaluation 
Dun’s Review and Modern Industry 
Uncle Sam vs. the Expense Account .... 
When Should an Executive Retire? ................ The Wall Street Journal 
Standards of Performance for Purchasing .. Harvard Business Review 


Turning Ideas into Products—Fast ...... .... The lron Age 


HaRwoop F. MERRILL, Editorial Director 
VIVIENNE Margulis, Editor 

ROBERT F. GuDER, Managing Editor 
Peter Haas, Digest Editor 

GRACE T. COMPTON, Assistant Editor 
JutietT M. HALForD, Book Review Editor 
Lypia STRONG, Contributing Editor 





THE MONTH'S BEST IN BUSINESS READING 


Ultrasonics: All-Purpose Tool of the Future .... /ndustrial Distribution 
The Pirates of Management Fortune 
The Discount House—Rising Tide in Retailing? Business Week 


Bringing Basic Research to Market Research Management 


A Cooperative Approach to Packaging Problems .... Modern Packaging 


Do-It-Yourselfers—A Fifteen-Billion-Dollar Market 
Sales Management 


Questions and Answers on Workmen’s Compensation 
Management Methods 


DEPARTMENTS 
Letters to the Editor 
Also Recommended: Summaries of Other Timely Articles 


Survey of Books for Executives 


COVER ART BY PAGEANT STUDIO 


MANAGEMENT REviEW is published monthly by the American Management Association, Inc., at 
1 Sherman Avenue, Jersey City 7, N. J. Main offices at 1515 Broadway, Times Square, New 
York 36, N.Y. Form 3579 should be sent to 1515 Broadway, Times Square, New York 36, N. Y. 
Second class postage paid at Jersey City, N. J. Subscriptions: $7.50 per year (nonmembers, $12.50). 
Single copies: $1.00 (nonmembers, $1.25). Volume 50, No. 7, July, 1961. 
Changes of address should be forwarded to the publishers six weeks in advance, and postal zone 
numbers should be included in all addresses. 
The American Management Association does not stand sponsor for views expressed by authors in 
articles issued in or as its publications. 
An index to MANAGEMENT REview is published annually with the December issue. The contents 
are also indexed in the Industrial Arts Index through December, 1957, and from January, 1958, 
in the Business Periodicals Index. MANAGEMENT REVIEW is microfilmed by University Micro- 
films, Ann Arbor, Mich. 

Copyright @ 1961 by American Management Association, Inc. 





The Shine 
on the 
Gray Flannel 


Suit 


m Eugene Raudsepp 


Deutsch & Shea, Inc 


now has many 


champions. In the past, we were 
accustomed to hearing about the 
virtues of adjusting to the group, 
“fitting in,” 
today, the same virtues are coming 


and avoiding conflict; 


under attack from many quarters. 


Perhaps the most flamboyant mani- 
festations of this trend can be found 
in the work of existentialist and 
“angry young” writers and play- 
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wrights, who focus on the individu- 
al’s search for individuality and 
uniqueness; but the more staid 
literature of business and sociology 
also exhibits the same tendencies. 
The curse of conformity has be- 
come a persistent theme in such 
books as David Riesman’s The 
Lonely Crowd, Erich Fromm’s Es- 
cape from Freedom, Robert Lind- 
ner’s Prescription for Rebellion, 
and William H. White, Jr.’s The 
Organization Man. Moreover, the 
heads of some of the nation’s most 
respected business organizations 
have also come out foursquare on 
the side of individual creativity and 
the cultivation of the uncommon 
man. 


Signs of a Change 

This preoccupation with the evils 
of conformity might be significant 
in itself, but it is more important 
in view of the fact that many com- 
panies are beginning to suit the 
actions to the words and take steps 
to develop an atmosphere in which 
the measure of man is not how well 
he fits in, but how much he can 
contribute to the growth and vigor 
of the company. This is undoubt- 
edly an indication of the concern 
with results that has been evident 
in other aspects of business man- 
agement—a reflection of the in- 
creasingly realistic attitude that con- 
siders job efficiency as important as 
job satisfaction and values accom- 
plishment above affability. 

Lawrence A. Appley has pointed 
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out one manifestation of this trend. 
For many years, he says, appraisal 
was primarily concerned with the 
“personal qualities and characteris- 
tics of the individual. There might 
have been eight, or ten, or twenty, 
such as: appearance, knowledge, 
intelligence, character, loyalty, de- 
pendability, industry, etc. In this 
long list, an item called ‘perform- 
ance’ was sometimes included. Our 
perspective has grown, however, 
and there are now two major fac- 
tors upon which people are ap- 
praised: One is performance; the 
other is personal qualifications. We 
are also getting more sensible by 
discussing performance first and 
qualifications only when they affect 
performance.” 

In such an atmosphere, the man 
whose chief claim to fame is his 
ability to get along with others and 
blend innocuously into his surround- 
ings is going to find that courage, 
self-reliance, and initiative are no 
longer a handicap in the business 
world. His symbolic gray flannel 
suit, once the height of corporate 
style, is beginning to get a bit shiny 
and threadbare, and it won’t be too 
long before he may be forced to 
turn it in for a new model. 


Vitality—or Stagnation? 

This is not to say, of course, that 
conformity, groupthink, together- 
ness, and other-directedness will 
nevermore be seen in business or- 
ganizations, but it does indicate that 
there is new tolerance—and, in 





many cases, encouragement—for 
creative and nonconforming indi- 
viduals. The reason is not difficult 
to fathom: It is not primarily a 
feeling of concern for the individ- 
ual and his unique potentialities, 
but a growing realization of the 
need for more vitality in the or- 
ganization itself. Management has 
discovered that when individual in- 
itiative is continually hemmed in, 
when group and team pressures de- 
termine all the action that is taken 
in the company, the resulting cli- 
mate of listlessness, indifference, 
and apathy can be disastrous to the 


vigorous progress of the company. 


Living with Change 
Many long-established business 
organizations have already entered 
into a stagnant and sterile phase, 
although the momentum of their 
past successes may carry them on 
for a while and effectively mask the 


progressive internal decay. And fre- 
quently, the blame for this can be 
laid squarely on their time-honored, 
overly procedu- 


overly restrictive 
ralized, and overly organized meth- 
ods of operation, which choke 
enterprise and initiative. 

What makes the competitive 
stance of these organizations even 
more untenable is the fact that the 
cardinal feature of the present is 
rapid change. How to live and cope 
with change, how to adapt to 
change, and how to create change 
to stay in the forefront have become 
the crucial questions for most busi- 
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ness Organizations. Even old prob- 
lems do not stay put, but require 
new solutions—and new solutions 
seldom emerge in a restrictive, rigid, 
and conforming atmosphere where 
outmoded routines and obsolete 
habits and policies hold sway. 

As Dr. Carl Rogers of the Uni- 
versity of Chicago puts it: “In a 
time when knowledge, constructive 
and destructive, is advancing by the 
most incredible leaps and bounds 
into a fantastic atomic age, genu- 
inely creative adaptation seems to 
represent the only possibility that 
man can keep abreast of the kaleid- 
oscopic change in his world... A 
generally passive and cuiture-bound 
people cannot cope with the mul- 
tiplying issues and problems. Un- 
less individuals, groups, and nations 
can imagine, construct, and crea- 
tively revise new ways of relating 
to these complex changes, the lights 
will go out . . . Not only individual 
maladjustment and group tensions, 
but international annihilation will 
be the price we pay for a lack of 
creativity.” 


The Same Old Story 

Conformity is not a new problem. 
More than a hundred years ago, 
Alexis de Tocqueville, an enthu- 
siastic observer of the American 
scene, predicted greatness for this 
country—but he also detected a 
growing distaste for heterogeniety, 
complexity, and deviance, and he 
warned that America might well 
lose its greatness if individualism 
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‘‘Many managers are now beginning to question whether the 
strict controls and highly directive approach of the 

typical large business organization are not based on a 
picture of man that is at least partly distorted . . . "’ 


declined and the tyranny of the 
majority took over. In 1910, Wood- 
row Wilson, in a speech that might 
have been made last week, stated: 
‘We have witnessed in modern 
business the submergence of the in- 
dividual within the organization. .. 
Most men are individuals no longer 
so far as their business, its activi- 
ties, or its moralities are concerned. 
They are not units but fractions.” 
And in the 1920's, the Spanish 
philosopher Ortega y Gasset noted 
that, “in the United States, to be 
different is to be indecent.” 

The growth of large business or- 
ganizations undoubtedly gave im- 
petus to this trend. The very size of 
these giant firms mage formalized 
controls a necessity, “4nd men soon 
learned that the way to get ahead 
was to perform the work that was 
expected of them, avoid bucking 
the system, and do nothing to dis- 
turb the smooth operation of the 
organization. The areas in which 
they could think for themselves and 
exercise their own initiative grew 
progressively smaller, until, in the 
words of David Riesman, “People’s 
real work, the field into which on 
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the basis of their character and 
gifts they would like to throw their 
emotional and creative energies, 
cannot now conceivably coincide, 
perhaps in the majority of cases, 
with what they get paid for doing.” 


“People Are No Damn Good” 
Many managers are now be- 
ginning to question whether the 
strict controls and highly directive 
approach of the typical large busi- 
ness organization are not based on 
a picture of man that is at least 
partly distorted. As Douglas Mc- 
Gregor has pointed out, the con- 
ventional view of management’s 
task is based on the following im- 
plied or expressed assumptions 
about people: “The average man 
is by nature indolent—he works as 
little as possible. He lacks ambi- 
tion, dislikes responsibility, prefers 
to be led. He is inherently self- 
centered, indifferent to organiza- 
tional needs. He is by nature re- 
sistant to change. He is gullible, not 
very bright, the ready dupe of the 
charlatan and demagogue.” Mc- 
Gregor goes on to state that this 
jaundiced view of the average man 
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may in some cases be justified, but 
that such behavior, rather than 
being due to “man’s inherent na- 
ture,” is the consequence of “the 
nature of industrial organizations, 
of management philosophy, policy, 
and practice.” McGregor feels that 
conventional management has been 
caught in a web of its own weaving 
because it has failed to take peo- 
ple’s real needs and motives into 
account. As he says, “Management 
by direction and control—whether 
implemented with the hard, the 
soft, or the firm-but-fair approach 

fails under today’s conditions to 
provide effective motivation of hu- 
man effort toward organizational 


objectives. It fails because direc- 


tion and control are useless meth- 


ods of motivating people whose 
physiological and safety needs are 
reasonably satisfied and whose so- 
cial, egotistic, and self-fulfillment 
needs are predominant.” 


Steps in the Right Direction 

More and more 
are apparently coming around to 
this point of view. They under- 
stand, of course, that a change in 
the direction of responsible, con- 
structive nonconformity, self-con- 
trol, and self-direction cannot be 
brought about overnight; it re- 
quires extensive modification of the 
attitudes of management and other 
personnel and a determined trans- 
lation of the new attitudes into con- 
crete action. But they have recog- 
nized that heterogeniety and con- 


managements 


structive variability can be their 
most valuable resources, and they 
are making a start in the direction 
of attaining them. Some have made 
it a point to hire a few “maver- 
icks” who will, they hope, pump 
fresh blood into the organization. 
They realize that these individuals 
often bring new and different view- 
points to organizational problems 
and that, even if their ideas are not 
always good, exposure to different 
approaches tends to encourage 
others in the company to shake 
loose from their habitual ways of 
scrutinizing plans and procedures. 

Many companies are trying to 
revamp and relax their systems of 
controls, operations, and _ proce- 
dures to reduce the influence of in- 
ternal forces of conformity. They 
are seeking to provide more free- 
dom and autonomy and to encour- 
age self-reliance and initiative by 
delegating more power to individ- 
uals and to smaller groups where 
the individual is not overwhelmed 
by impersonal vastness or sheer 
numbers. 


Guideposts to Creativity 

Some of the actions these com- 
panies are taking and the attitudes 
they are fostering can be set down 
in the form of guideposts for others 
who will travel the same road: 

1. Do not tolerate, but encourage 
constructive nonconformity, indi- 
viduality, and diversity. 

2. Allow as many individuals as 
practicable to have part in deci- 
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sion-making and in the formulation 
of long-term plans. Scientists and 
creative personnel in particular 
should have a voice in decisions 
that affect them, for only then do 
they willingly direct their creative 
energies toward organizational ob- 
jectives. 

3. Provide personal recognition 
for accomplishment, and deliver 
adequate, concrete rewards for 
each accomplishment. 

4. Allow more freedom for in- 
dividuals to guide their own work. 
At least, provide individuals with 
specified and formally agreed-upon 
areas of freedom and self-direction, 
and increase these gradually if evi- 
dence of growth in maturity and 
self-reliance warrants it. 


5. Keep the organizational struc- 
ture flexible in order to cope with 
emerging change and new prob- 
lems. 

6. Encourage interchange of in- 


formation and opinion among 
groups and departments, but allow 
the individual freedom to follow 
leads that are contrary to group 
ideas if he feels that his approach 
furthers organizational objectives 
better. 

7. Actively seek out, develop, 
and encourage those with special 
talents and aptitudes. Tangibly re- 
ward excellence and extra effort, 
and establish special incentives for 
the “achievers.” 

8. Lead and inspire by sugges- 
tion and indirect persuasion, rather 
than by specification. 
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9. Provide opportunity for vari- 
ety of experience, change, and 
learning, and allow individuals a 
chance to try their occasional pet 
ideas without premature prejudicial 
criticism. 

10. Recognize differences in peo- 
ple. Have a keen appreciation of 
the characteristics of each individ- 
ual, his strengths and his weak- 
nesses. Replace superficial “human 
relations” techniques with sincere 
concern for each _ individual’s 
growth and development in the 
organization. 


Autonomy and Control 

The desirability of encouraging 
constructive nonconformity, indi- 
viduality, and autonomy depends 
largely on the basic purposes and 
objectives of the organization. A 
company engaged in routine manu- 
facturing and not concerned with 
technological change and innova- 
tion can use a more closely man- 
aged, orderly, and tightly organized 
approach in the direction of its 
personnel and activities. On the 
other hand, a company that can 
assure its continued existence only 
through rapid growth, constant 
change, and creativity must favor 
less-structured, less tightly organ- 
ized, and more individualistic ap- 
proaches to bring forth the neces- 
sary continuous flow of new ideas. 

Moreover, different combinations 
of approaches can and should be 
adopted in any one organization, 
depending on the quality of per- 
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sonnel employed and the objectives 
of each department. It is obviously 
impossible to allow every employee 
to determine all his own duties and 
responsibilities; the result would be 
corporate anarchy. But the oppo- 
site of this, preplanning every task 
in every minute detail, is also un- 
realistic. Proper management re- 
quires the determination of an ap- 
propriate balance between these 
two extremes. Individuals and de- 
treat- 


partments require different 


ment, and some sections of the or- 


ganization (e.g., those directiy re- 


sponsible for innovation and crea- 
tive advance) should be allowed 
more autonomy, while others (e.g., 
those whose operations are more 
of a routine and repetitive nature) 
under stricter 


have to operate 


controls. 


Freedom in the Lab 

Probably the area in which 
maximum freedom is both most 
feasible and most productive is the 
industrial laboratory. Creative pro- 
fessionals, especially scientists and 
engineers, are often among the 
most dissatisfied employees in in- 
dustry. They resent the conformist 
character of the typical business or- 
ganization and lack the passion for 
anonymity required from an “or- 
ganization man” or “team mem- 
ber.” To maximize the contribu- 
tions of talented members of the 
organization, they must often be 
treated differently. As Dr. Sidney 
M. Cantor has pointed out, “We 
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need a new approach to defining 
the place of the creative individual 
in the industrial organization. He 
is going to have to be treated more 
as an independent and less as an 
employee if his full value to the 
company as a thinker and the full 
value of his extensive training and 
education are to be realized. Some- 
thing like this is being approached 
in some companies, but it takes a 
complete understanding on _ the 
part of management to be able to 
accept such departure from ac- 
cepted organizational tenets. Most 
executives are too insecure them- 
selves to be able to have people of 
this kind work for them. The result 
is the waste of creative energy, 
which gets channeled into trivia.” 


What Scientists Want 
In most surveys 
scientists’ and engineers’ 
factors, the desire for “more free- 
dom” figures prominently. Here are 
some of the specific things they 

want: 

¢ They want a considerable de- 
gree of freedom to manage their 
work, and they resent close or de- 
tailed directions from supervisors. 

e They want freedom to use 
their own approaches in solving 
problems and freedom from un- 
management _restric- 


dealing with 
morale 


reasonable 
tions. 

e They want freedom to com- 
plete a job once undertaken, and 
they resent being shifted from one 
incomplete project to another. They 
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want freedom to do the job well, 
according to their own high stand- 
ards. 

e They want freedom to develop 
and extend their skills and talents. 

e They want freedom to do 
creative work, freedom to develop 
their own ideas. They want to 


spend part of their working hours 
on problems of their own choice. 

e They want freedom to make 
mistakes and not be held account- 
able for every idea at every minute. 


e They want more flexible work- 
ing hours and freedom to relax oc- 
casionally without having to feel 
that supervisors might think they 
are loafing. 

e They want freedom to discuss 
their ideas and consult with others 
in the scientific and engineering 
community if they find it necessary. 

e They want freedom from fi- 
nancial restrictions and from arbi- 
trary and penurious budgeting. 

e They want freedom to publish 


“I've been sitting all day." 
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the results of their work and gain 
recognition for their achievement. 

In many cases, these desires, or 
at least a large number of them, 
can be fulfilled without undue dis- 
ruption to the organization, and the 
resulting atmosphere will be pro- 
ductive of greatly improved results. 
Of course, a sensible circumspec- 
tion is in order: Many scientists 
and engineers demand more free- 
dom, but actually need constant 
guidance and assistance from their 
supervisors. In fact, any employee 
in any position in the company 
could well come up with a similar 
list of desires, and it would be a 
rare company that would or could 
grant all of them. It is up to man- 
agement to determine which indi- 
viduals need and can handle more 
freedom, and which cannot; many 
such demands are unrealistic and 
cannot feasibly be met by a busi- 
ness organization. 


The Shine on the Gray Flannel Suit 

The change from conformity to 
constructive nonconformity in bus- 
iness and industry will not be swift, 
and it cannot come by executive 
fiat. It must result from an atmos- 
phere that is consciously developed 


by management over a period of 
time. Because most of the pres- 
sures for conformity have grown 
informally and are not part of 
written company policy, noncon- 
formity and initiative cannot be 
automatically installed in the com- 
pany by formal statements of 
policy. 

As management shows its ac- 
ceptance of the maverick and the 
individualist; as it encourages em- 
ployees to use their own initiative 
to find new solutions; as it removes 
unnecessary restrictions and modi- 
fies arbitrary operating procedures, 
a climate will be developed in 
which the best talents of each in- 
dividual can be released for the 
benefit of the organization. Not 
every man in the organization can 
or should turn in his gray flannel 
suit for a pair of baggy pants and 
a sport coat, but most of them will 
work more willingly and effectively 
in a climate that permits them to 
be active individuals rather than 
passive members of a group. Creat- 
ing such a climate may be more 
difficult than molding a faceless 
team, but it will also prove far 
more rewarding—both to the in- 
dividual and tothe organization. 





WHEN THERE IS MUCH DESIRE TO LEARN, there of necessity will be much 
arguing, much writing, many opinions; for opinion in good men is but 


knowledge in the making 


—John Milton 
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International 


Intelligence 


for the 





International Enterprise 


By John J. Beauvois 


Condensed from California Management Review 


Ew. RY MORNING the President 
of the United States reads through 
a thick sheaf of intelligence reports 
prepared by specialists in various 
government agencies. His purpose: 
to keep up with the latest political 
and economic developments the 
world over. Similarly, in large in- 
ternational corporations, top execu- 


tives are studying political, eco- 


Reproduced from the California Management Review (Volume III 


nomic, and business information 
that affects their world operations. 
For today, international intelligence 
is as essential to international cor- 
porations as it is to government. 


Penalty for Misjudgment 

Many companies have paid heav- 
ily for misjudging foreign condi- 
tions. For example, one American 
No. 2), © 1961 
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company during World War II es- 
tablished a leading position in a 
highly specialized field of military 
equipment. After the war, peace- 
time applications began to develop 
countries. The 


in many foreign 


company’s failure to recognize these 


trends and to move quickly into 
product modification and world- 
wide servicing facilities resulted in 
a sudden and serious loss of posi- 
tion. 


Effort to Recoup 

In an effort to recoup, the com- 
pany worked out a licensing ar- 
rangement with a European manu- 
facturer. Extensive know-how pro- 
visions were incorporated into the 
agreement. Today, the company 
must forego the substantial oppor- 
tunities that exist to produce simi- 
lar products in Europe: Its agree- 
ment requires that it share design 
and product development with its 
licensee, who would then become 
its European competitor. The com- 
pany now finds itself out of a profit- 
able market. 

The scope of an international in- 
telligence service will, of course, 
vary with the nature of the business. 
Companies with world-wide opera- 
tions require more information than 
those geographically more limited. 
Some companies are more sensitive 
than others to specific economic or 
political trends. Nevertheless, every 
international service 
should provide two kinds of infor- 
mation: general background studies 


intelligence 


14 


and reports on current develop- 
ments abroad. 


General Background Studies 

General background _ studies 
should cover two major areas: eco- 
nomic intelligence and_political- 
social intelligence. 

The purpose of economic intelli- 
gence is to provide management 
with a general picture of a country’s 
economy, emphasizing its major 
strengths and weaknesses. This in- 
formation should include popula- 
tion and unemployment; sensitivity 
of the economy to depressions; sup- 
ply of basic raw materials and food; 
projection of growth and descrip- 
tion of factors that may change the 
rate of economic development; and 
foreign trade and payments situa- 
tion. 

It should also provide an analysis 
of the local business framework, in- 
cluding degree of state ownership 
of or participation in the economy; 
industrial concentration and climate 
of competition; transportation facili- 
ties and standards of service; and 
price level and price-fixing mechan- 
isms. 

Further, this general study should 
analyze the investment climate of 
the country, covering incentives 
and limitations for foreign invest- 
ment; corporate structures available 
to U.S. companies; ownership re- 
quirements; fiscal discriminations 
against foreign companies; and li- 
censing opportunities. 

Finally, this study should analyze 
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the main factors affecting business 
operations, including availability 
and cost of energy; availability and 
quality of local labor; availability 
of raw materials; and market size. 


Political and Social Intelligence 

Just as essential as economic in- 
formation is sound information on 
political and social conditions a- 
broad. Here, three major areas 
should be covered: 

© The local political and social 
climate. This study should treat the 
present political system; the politi- 
cal parties, their importance at na- 
tional and local levels, and their 
attitude toward foreign investments; 
nonpolitical influential groups; the 
social climate; the state of labor- 
management relations; and local 
unions, their strength, and their in- 
fluence. 

© The government's policies and 
their significance for business. This 
intelligence should include the gov- 
ernment’s_ stability, past history, 
and outlook for the future; mone- 
tary and credit policies; attitude to- 
ward free trade; state controls over 
economy (for example, control of 
sources of energy); and economic 
and political alignments. 

© The administrative structure 
of the country. This analysis should 
cover number and policies of gov- 
ernment agencies concerned with 
economic affairs and business; local 
standards of administration (for in- 
stance, the speed with which deci- 
sions on investment and licensing 
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are made); and government en- 
forcement of existing regulations. 


Current Situation 

Background information must be 
brought up to date regularly. In this 
dynamic world, new developments 
can rapidly modify investment or 
business climates. They can affect 
the attractiveness of one or more 
markets to the international enter- 
prise. They can also present the 
enterprise with new problems in its 
current markets. Here is an illustra- 
tion: 

In 1958, a large chemical com- 
pany joined French, Swiss, and 
British interests in a 135-million- 
dollar project to exploit bauxite de- 
posits in French Guinea. Long-term 
agreements were signed with the lo- 
cal administration. Soon afterward, 
Guinea became independent and 
severed its links with France. As a 
result, the U.S. management and 
its partners were faced with com- 
pletely new political conditions. 
And the initial success of the proj- 
ect depended heavily on their abil- 
ity to deal with the new government. 

Current reports cannot reason- 
ably cover every economic and po- 
litical development abroad. The cost 
of providing such service would be 
excessive. In determining which de- 
velopments to report, management 
must use as its measure the de- 
velopment’s true significance to cor- 
porate activity. This is a decision in 
which individual judgment must be 
exercised. It also raises the basic 
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question of how to organize for 


effective intelligence. 
The Intelligence Coordinator 


he intelligence function must be 
centrally coordinated. This can be 
done in many different ways. In 
some large international companies, 
the intelligence function is central- 
ized in an economics department. 
In smaller concerns that have a 
more limited geographical scope, 
intelligence is under the supervision 
of the administrative manager. 

Whatever the solution adopted, 
the basic functions of the intelli- 


gence coordinator remain the same. 


He should be responsible for: 

¢ Collecting the information and 
insuring that it is accurate and sig- 
nificant to the company’s business. 

© Choosing information sources. 
(For instance, the corporation may 
want to rely on its Overseas man- 
agers for that purpose, or it may 
prefer to use outside agents. ) 

e Testing the validity of infor- 
mation when necessary. 
e Interpreting the 
received in the light of corporate 

objectives and policies. 
e Circulating the information 
throughout the corporate headquar- 


ters and the overseas operations as 


information 


needed 

Large international companies 
find themselves competing with in- 
creasingly extensive and powerful 
international concerns. At the same 
time, they also find that they are 
affected more and more by the rul- 
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ings of local authorities. The future 
success of U.S. business in many 
world markets will depend increas- 
ingly on the ability of the inter- 
national manager to deal with for- 
eign authorities. 


Executive Diplomats 

To meet this challenge, many in- 
ternational corporations have creat- 
ed a “corporate State Department,” 
consisting of a staff of “executive 
diplomats.”” Oil companies have for 
a long time had such a staff; a 
growing number of companies in 
diverse industries may also require 
this new type of executive soon. 

These executives possess two bas- 
ic responsibilities. The first is for 
establishing and maintaining close 
relationships with local govern- 
ments and other influential groups. 
The other is for keeping corporate 
headquarters informed of all eco- 
nomic and political developments 
of any significance. In addition, 
they must be able, as much as pos- 
sible, to anticipate future develop- 
ments and their possible impact on 
business. 

Executive diplomats are essential 
to a large international enterprise. 
Often they can obtain for corporate 
management information that either 
will not be made public or, if it is, 
will be released too late for action. 
With such information, corporate 
strategies can be quickly adjusted 
to current developments, thus giv- 
ing the company a significant com- 
petitive advantage. + 
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The Personnel Department— 


a dollars-and-cents evaluation 


By Albert C. Lasher 


Condensed from Dun’s Review and Modern Industry 


=P WORDY, AND IMPRECISE 


is the “accounting” to higher man- 
agement that comes from many per- 
sonnel directors. More and more, 
however, companies are aiming for 
a dollars-and-cents evaluation of all 
personnel department activities. 

made 
their 


Some 
headway in 
investment in personnel buys. At 
Temco Aircraft Corp., Dallas, for 
example, a realistic measurement for 
training has been developed. Under 


corporations have 
what 


gauging 


Temco’s supervisors are 
asked to figure the amount of time 
that employees spend using certain 
skills. 
this time, based on the minimum 


system, 


A dollar value is placed on 


average wage of the workers. Then 
the workers are tested for their 
skills, trained, and tested 
Next, the percentage improvement 
in skill is computed. Then this form- 
ula is used: Multiply the minimum 
average hourly wage by the number 
of hours the skill is used; multiply 


again. 


the result by the actual percentage 


of improvement, and the result of 
that by the number of employees in 
the class. Subtract the cost of train- 
ing to get the net savings. 


Big Savings 

By upgrading the blueprint-read- 
ing skills of 102 jig builders by 19 
per cent, Temco got annual net 
savings of more than $41,000. An- 
other training program for inspec- 
tion personnel produced annual net 
savings of over $21,000. This was 
a small class, but the men in it 
improved their job skills 68 per 
cent. A follow-up six months later 
showed they remembered almost 
everything they'd learned. 

A company’s training program 
can be judged by statistical meas- 
ures in common use. Most plants 
keep safety records for use in es- 
tablishing premiums on workmen’s 
and liability insur- 
men at Colgate- 


compensation 
ance. Personnel 
Palmolive Company’s Jersey City 
plant found that 40 per cent of the 


Dun's Review and Modern Industry (April, 1961), © 1961 by 
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accidents there were caused by falls. 


Supervisors were given special in- 


struction concerning falls and were 
coached on how to handle discus- 
sions on preventing them. After the 
supervisors had conducted a series 
of safety meetings for their subor- 
dinates, safety records showed that 
the number of accidents caused by 
falls dropped 22 per cent and the 
frequency rate for all accidents was 
cut by 36 per cent. 

How much does plant safety af- 
fect the balance sheet? One com- 
pany estimates that it loses an av- 
erage of $2000 each time an acci- 
dent occurs. With an accident-fre- 
quency rate of 4.3 per cent, com- 
pared with an average of 7.5 per 
cent for its industry, this company 
can assess its accident-prevention 
program in dollars. If its rate were 
at the industry level, it would have 
forty more accidents a year, at a 
cost of some $80,000—not includ- 


ing the injured workers’ reduced 
income and the loss of lives and 


limbs 


Barometers of Behavior 


it is difficult, companies report, 
to get a comprehensive picture of 
the value of all personnel depart- 


ment activities. General Electric 


Company is trying out its Employee 
Relations Index, designed to meas 

er-all effectiveness of its 
programs, in five (out of a total of 
105) departments. The ERI con- 
eight barometers of em- 


sists. of 


ployee behavior: absenteeism; sepa- 
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rations from the payroll (of ail 
types); first visits to the dispensary 
for occupational reasons; ideas sub- 
mitted via the suggestions system; 
participation in the company’s in- 
surance plan; grievances submitted 
through the formal grievance ma- 
chinery; work stoppages; and ac- 
tions incurring disciplinary suspen- 
$10n. 


Collecting Data 

Data for the first five indicators 
are collected for a_thirteen-week 
period. For the remaining three, a 
26-week period is used to get suffi- 
ciently stable information. The eight 
indicators have been combined by 
mathematical formula into a single 
index, with the equation set up so 
that the average plant and the av- 
erage work group within the plant 
have ERI’s of 100. The formula, 
explains GE’s Willard V. Merrihue, 
“is a Statistical method of adding 
apples and oranges by totaling their 
The company has 
Set up computing tables and simple 


sugar content.’ 


forms for collecting raw data from 
the work Nontechnical 


personnel can compute a group’s 


groups. 


ERI within minutes, once the sum- 
mary statistics are in hand 
Crucible Steel Company of Amer- 
ica uses the same approach in a 
less refined form. Crucible’s Indus- 
trial Relations Index is a systematic 
monthly report that gives the figures 
on 28 different aspects of personnel 
department activities: the average 
weekly wage; the number of wage 
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employees; man-hours; premium 
overtime cost; applicants for em- 
ployment; grievances pending; ac- 
cident rates; training 
hours; received; and 
others. The items are listed under 
seven broad categories: employees, 
wages and hours, employment, la- 


frequency 


suggestions 


bor relations, safety, supervisory 
training, and suggestions. 

The list runs down the left-hand 
margin of one sheet of paper (rep- 
resenting a single plant) with space 
left for cumulative year-to-year av- 
erages and averages for the previous 
year. One plant can be compared 
with another or with the entire 
company. One year can be meas- 
ured against the previous year. Cru- 
cible uses the index to find situa- 
tions that need immediate attention. 

Some companies use a variety of 
methods to judge how things are 
going. J. M. Ewell, vice-president 
of manufacturing and employee re- 
lations, Procter & Gamble Com- 
pany, lists: 

© Auditing: 
its to the various plants, personnel 


During periodic vis- 


executives make a spot check of 


how training, employment, and 


other functions are handled. Rec- 
ords are reviewed to see if em- 
ployee plans and benefits are cor- 
rectly administered. Employees are 
interviewed for their reactions. Sep- 
arate audits are made periodically 
of major industrial-relations areas. 

e Indices: Statistical reports on 
absenteeism, turnover, and so on 
are matched with government and 
company data to see how each 
plant is doing. 

© Surveys: The company circu- 
lates questionnaires and interviews 
employees to find out what they 
think of activities—the 
communications 
ample. This is in addition to sur- 
veys of employees’ general attitude 
toward the company. 

e Applied research: New activi- 
ties are often tested in one or two 
plants, which become control groups 
if the programs are put into effect 
throughout the company. 

e Personal 
dent line and staff organizations are 
in close touch with all plants. They 
get the feel of the general state of 
industrial relations, in addition to 
checking the formal reports. + 


specific 


program, for ex- 


judgment: Nonresi- 


Really Compact Cars 


rHE MOST COMPACT AUTOMOBILES in the U. S. are never seen in showrooms 


In fact, even if you saw one in a steel plant, you wouldn't recognize it 


as a motor vehicle 


These compacts, reports Steel Facts (published by American Iron and 


Steel Institute). are autos that have 


been compressed into bundles, to 


be put into steelmaking furnaces. In one hour, a giant press can produce 


thirty 


five feet by two feet 
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bundles from thirty old, stripped autos 


Each bundle measures 





R.. ENT NEWSPAPER REPORTS In- 


dicate that a stricter enforcement of 


Service regula- 
IRS field offices 
examine 


Internal Revenue 
tions is under way 
instructed to 


have been 


closely all tax returns involving 
business entertainment, travel, and 
similar expenses. The purpose: to 
eliminate abuse of the tax deduction 
for entertainment expenses 

If they are not to forfeit this de- 
duction, businessmen will have to 
cooperate with the IRS in its clamp- 
down on abuses. 


What are these abuses? What must 


expense-account 


businessmen do to operate within 
the regulations? 

The abuses that the 

Taxes—The Tax Magazine (April, 1961) 


Treasury 


Department is trying to correct fall 
under three main headings: 

e Personal expenses claimed as 
business deductions—for example, 
country club and athletic club dues 
and charges, maintenance of yachts, 
hunting hotel 

e Failure by employees to report, 


lodges, and suites 
as 2£Toss income, received expense- 
account allowances or reimburse- 
ments for which they do not have 
to account. Also involved are cases 
where an accounting is made, but 
nonbusiness costs—such as a wife's 
expenses—are allowed as a reim- 
bursement. 

e Deductions based on estimates 
or inadequate records. 


1961 by Commerce Clearing House, Inc 
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In Treasury Information Release 
No. 221, issued last year, the Inter- 
nal Revenue Service outlined the 
kind of expense-account informa- 
tion it would obtain. This falls into 
four categories. 


Expense-Account Allowance 

The first asks for information on 
expense-account allowances. To that 
end, corporation income-tax returns 
must include a list of the 25 officers 
with the highest total compensation 
—compensation for this purpose 
being an aggregate of salary and all 
allowances, including expense-ac- 
count allowance. An officer not ag- 
gregating over $10,000 need not 
be listed. 

Expense-account allowance in- 
cludes amounts (other than com- 
pensation) received as advances or 
reimbursements and amounts paid 
for expense incurred by or on be- 
half of the individual—including 
all amounts charged through any 
type of credit card (gasoline, clubs, 
restaurants ). Spot checks by revenue 
agents have indicated that some tax- 
payers have used credit cards as a 
means of burying personal expen- 
ditures. Thus, the government wants 
all such amounts brought to light. 
Expense-account allowances do not 
include amounts paid for the pur- 
chase of goods for resale or use in 
the employer’s business; incidental 
expenses, like the purchase of office 
supplies and local transportation; 
fringe benefits, like hospitalization 
insurance, approved pension trust 
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funds, and unemployment insur- 
ance; or expenses billed directly to 
the client, as in the case of legal, 
accounting, engineering, or other 
professional services. 


Is the Lodge a Dodge? 

The second category seeks infor- 
mation regarding what might be 
termed “fringe benefits.” The em- 
ployer must state whether he is 
claiming a deduction for expenses 
connected with “a hunting lodge, 
working ranch or farm, fishing 
camp, resort property, pleasure boat 
or yacht, or other similar facility; 
the leasing, renting, or ownership 
of a hotel room or suite, apartment, 
or other dwelling, which was used 
by customers or employees or mem- 
bers of their families (other than 
in business-travel status); the at- 
tendance of employees’ families at 
conventions or business meetings; 
and vacations for employees or 
members of their families (other 
than vacation pay reported on Form 
W-2).” 

The third category of informa- 
tion will be obtained when the 
revenue agent examines the employ- 
er’s return. If a taxpayer pays the 
travel, entertainment, and other 
business expenses of his employees, 
the agent will first see whether the 
employer requires an accounting of 
these expenses and if he uses ac- 
ceptable business practices in this 
accounting. If the taxpayer’s method 
is found to be inadequate, or if he 
is reimbursing nonbusiness expenses, 
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the agent will list all the employees 
involved for future examination. 


“Ordinary and Necessary” 
The last category set forth by 
the Internal Revenue Service in- 


volves instructions to their own field 
offices directing them to place in- 
creased emphasis on examination of 


returns involving entertainment, 
travel, and similar expenses. The 
taxpayer will have to prove beyond 
the shadow of a doubt that such 
expenses are “ordinary and neces- 
sary’—with a heavy emphasis on 
“necessary.” 

With the ground rules well out- 
lined by the Internal Revenue Serv- 
ice, executives will have no defense 
for not keeping adequate records. 
Good record-keeping starts with 
proper reporting on some type of 
expense-account form, properly 
backed by supporting documents 
for most of the expenditures. These 
expense-account records should dis- 
close: 

e Why—giving the relation of 
the expenditure to the taxpayer's 
business and establishing its busi- 
ness purpose. 

¢ Who—the name of the person 
for whom the expenditure is made. 

e When—the date of the expen- 
diture 

@ Where—the place of the ex- 
penditure, who was paid, and what 
service or product was received. 

e How much—the amount of 
the expenditure. 

The expense-account form should 


give the following breakdown: 
meals, lodging, plane and train fare, 
taxis and local transportation, tele- 
phone and telegraph, tips, automo- 
bile rentals, automobile expenses 
(like gasoline and oil), and enter- 
tainment. 

Travel-expense reporting forms 
should also show the number of 
days away from home, the route, 
and whether the trip was for busi- 
ness, or for business and pleasure. 
If the latter, they should show a 
breakdown between business ex- 
pense and personal expense. 


All Work and No Play 

Club dues and expenses some- 
times raise special problems. If a 
taxpayer has membership in a social 
or athletic club solely for the pur- 
pose of entertaining customers or 
making business contacts, and no 
personal use of the club facilities 
is made, then the dues are usually 
deductible in full, if a business ad- 
vantage can be shown. The taxpay- 
er should maintain a record of all 
guests entertained, their relationship 
to his business, the dates of enter- 
tainment, and the amount. The rec- 
ord should also show the dates the 
club is used by the taxpayer for 
his personal pleasure, since these 
expenses are nondeductible. Where 
personal and business use is made 
of a club’s facilities, the dues must 
be split by some type of formula, 
either per visit, per capita, or per 
charge. It should be remembered 
that whether the taxpayer joins a 
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club for business or nonbusiness 
use, the initiation fees are capital 
expenditures and, therefore, non- 
deductible. 

Another problem is entertaining 
at home. This is the hardest deduc- 
tion to make stand up in a tax 
return. The government’s viewpoint 
is that if the customers are accom- 
panied by their wives, it is a social 
affair. A scattering of personal 
friends among the guests may weak- 
en an executive’s case almost be- 


will not be sufficient support. A full 
record must be maintained of the 
names, dates, and business relation- 
ship of those who are entertained. 

Executives taking deductions for 
yachts, motorboats, and planes are 
only one step removed from the 
entertaining-at-home problem. Be- 
sides keeping a guest list, they must 
keep a complete log, with a break- 
down between personal and busi- 
ness use. The same careful log rec- 
ord will have to be maintained for 


hunting lodges, duck clubs, and 
similar facilities. . 


yond repair. Merely showing re- 
ceipted bills for liquor and catering 


Imaginary Engineer Finds Real 


Employment Problems 


IF INDUSTRIAL FIRMS really are not able to hire as many engineers as 
they need, a recent survey suggests they may have only themselves to 
blame. The Equity Advertising Agency of New York sent out résumés to 
100 firms describing the experience of an imaginary electrical engineer 
supposedly seeking new employment. The results were reported recently 
in the bulletin of the National Society of Professional Engineers. 

Out of 100 firms contacted, eleven had not responded within three 
months. Of the 89 replies, 57 were received within ten days, with 19 
taking more than two weeks. 

Misspellings and grammatical errors were common. Ten secretaries signed 
letters for their bosses, as indicated by initials above or below signatures. 
Three secretaries signed their own names, and the personnel executive 
of one large firm pecked out his own letter. 

Coordination between divisions of the same company was often poor. 
Out of thirty divisions contacted in ten large corporations, only one noti- 
fied other divisions of talent they could not use themselves. One division 
reported no openings although they had advertised for a man with similar 
experience. 

Fifty-eight of the 89 replies were form letters or telegrams. Fourteen 
others sent printed replies, one on the back of a post card. Only 17 replies 
were considered as attempts to establish personal rapport with the 
engineer. 
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UNIONS: 
Tougher Sledding Ahead? 


gw Robert J. Doolan 


Vice-President 
Stern's, New York 


For MANY YEARS NOW, manage- 
ment has been bewailing the power 
of labor unions. In the swelling 
ranks of organized labor, many have 
seen a very real danger of encroach- 
ment on right to 
manage and a threat to the effec- 
tive operation of the free-enterprise 
system, based as it is on the ability 
to produce goods and provide serv- 
ices at a reasonable profit. 

On the 
would seem to justify management’s 
concern. After the passage of the 
Wagner Act in 1935, union mem- 
bership increased from some 3.5 
million to more than 14 million in 
1950, and during the 1950's it in- 
creased to a current figure of rough- 


management’s 


surface, cold figures 


ly 17 million 
period, union membership increased 
by some 13.5 million workers. At 
the same time, the nation’s total 


Thus, in a 25-year 


nonfarm work force increased by 
more than 30 million to a current 
figure in excess of 61 million. Total 
work force doubled—union mem- 
bership up fourfold! 

What these figures do not show, 
however, is an actual decline in the 
percentage of union membership to 
total nonagricultural employment 
since 1945; a necessary shift of 
organizing activity in the past two 
decades to industries and types of 
workers more difficult to unionize; 
a very substantial decline in the 
average number of employees eli- 
gible to vote in government-con- 
ducted union-representation elec- 
tions; a significant decrease in the 
percentage of elections won by a 
union; and many organizing cam- 
paigns in which the organizing union 
has failed to obtain even enough 
employee support to warrant peti- 
tioning the proper government agen- 
cy to conduct an election. It is the 
cold facts in these areas, and the 
current 


particularly unfavorable 
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trends, that are causing furrowed 
brows in informed labor circles. 


A Dubious Record 

In 1940, the NLRB conducted 
1192 union-representation elections; 
the average number of employees 
eligible to vote in each of these 
elections was 495, and a union was 
victorious in 75 per cent of the 
cases. In 1950, there were 5731 
such elections, but there was only 
a comparatively modest increase in 
the total number of eligible voters 
and a decrease in the number of 
eligible voters per election to an 
average of 157; still, a union was 
victorious in 74 per cent of the 
cases. In fiscal 1960, there were 
6617 elections, yet despite the tre- 
mendous increase in the organizing 
potential, the total number of eli- 
gible voters was less than in 1940; 
the average number of eligible voters 
had declined to 76, and the percen- 
tage of elections won by a union 
had dropped to 58 per cent. Statis- 
tically, this twenty-year story indi- 
cates a practical standstill in union 
growth; in terms of capitalizing on 
potential, it is a record that would 
dismay any large corporation. 

Union membership as a percent- 
age of the total nonfarm work force 
increased from 13.4 per cent in 
1935 to a high point of 35.8 in 
1945. By 1958 (the latest year for 
which the BLS has published fig- 


ures), the percentage had declined 
to 33.7 per cent. Figures for 1960 
are not yet available, but it is safe 
to say that the percentage of union 
membership has declined still fur- 
ther and that it is now less than 
30 per cent of all nonfarm workers. 
Of course, some of this is attribut- 
able to automation and improved 
technology, some to the shrinking 
number of production workers, who 
represent about one-half of all union 
members, and some to the recession. 
Nevertheless, the trend is hardly 
an encouraging one for the union 
movement, and there are few in- 
dications of any marked reversal. 


White-Collar Holdouts 

A recent analysis made for the 
AFL-CIO Industrial Union Depart- 
ment by Everett M. Kassalow, its 
research director, urges that a spe- 
cial division be created to concen- 
trate on the organization of the 
workers engaged in pursuits other 
than “manual” or “blue collar”’— 
i.e., the sales clerks, office workers, 
engineers, technicians, and similar 
employees. These employees now 
represent more than 40 per cent of 
the total nonfarm work force, and 
only slightly more than two million 
of them are union members. 

How difficult the task of organ- 
izing white-collar workers will be 
is illustrated by the election results 
set forth in a single recent issue of 








Mr. Doolan recently joined Stern's department store as Vice-President for Personnel 
and Labor Relations. This article was written, and arrangements for its publication 
were made, prior to his affiliation with that organization. 


JULY, 1961 


25 





the Bureau of National Affairs 
weekly, Retail Labor Report. Here 
is the rundown on the 29 elections 
reported: 

The unions were victorious in 
seventeen elections; in these, 238 
employees voted for union represen- 
tation and 105 employees voted 
against it. But in thirteen of these 
elections, very few white-collar 
workers were involved; the great 
majority of voting employees were 
meat-department employees, truck 
drivers, auto-service men, and ware- 
house employees. The unions lost 
out in twelve elections; in these, 
243 employees cast votes in favor 
of union representation and 684 
employees voted against it. Ten of 
these elections were of the “store- 
wide” type, which means that they 
involved a preponderance of white- 
collar sales and office help—and 
three of them were in variety stores, 
probably the lowest-paying sector of 
the vastly diversified retail industry. 
Such data speak for themselves. 

These are just some of the facts 
and figures that point to the inescap- 
able conclusion that unions have 
tough sledding ahead in their at- 
tempts to organize a larger portion 
of the work force. Now let us look 
at the major “why’s” of the situa- 
tion. 


The Changing Work Force 
Department of Labor manpower 
projections show a “much faster” 
or “faster” increase of employment 
for the next decade in many areas 
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of the economy: construction, fi- 
nance, insurance, real estate, whole- 
sale and retail trade, government 
services, and “other services.” Man- 
ufacturing employment is projected 
as stabilized, and the mining, trans- 
portation, and public utilities indus- 
tries are projected as subject to a 
“much slower” increase in employ- 
ment. Of all these, construction, 
manufacturing, mining, transporta- 
tion, and public utilities have a high 
incidence of unionization. This 
means that the service industries, 
largely white-collar and the least 
unionized as well as the most re- 
sistant to unionization, are by and 
large in for the highest rate of 
growth in employment. Moreover, 
the total work force will have a 
higher percentage of women workers 
and part-time workers, both of 
which have been more difficult to 
unionize primarily because they are 
often working for reasons other 
than individual or family support. 


More White Collars 


Already employment in service 
industries well exceeds that of the 
production industries, and the num- 
ber of white-collar workers alone 
is about the same as the number 


of employees in the production 
industries. This is especially note- 
worthy, because white-collar union- 
ization has grown at a snail’s pace. 
Not more than 10 per cent of white- 
collar employees are unionized, and 
experience shows that, given reason- 
ably good personnel practices, rea- 
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sonably good supervision, and a 
reasonably good working environ- 
ment, white-collar workers prefer to 
remain non-union. 


Organizing Appeals 

On the whole, unions have failed 
to change from the organizing ap- 
peals of the 1930's. These appeals 
dealt almost entirely with bread-and- 
butter matters and the protection of 
job security through seniority, a 
grievance procedure, and so on. 
They found fertile soil in a general 
climate of unusual zeal for social 
reform, widespread distrust of em- 
ployers, and management abuses of 
power. Today, however, such ap- 
peals will no longer do. Workers 
want something more, and unions 
must demonstrate that they can pro- 


vide it or they are not likely to meet 
with any significant degree of suc- 
(Of course, the passage of 
avowedly prolabor legislation might 


cess. 


enable unions to gain successes 
through force, but this would require 
a change in the prevailing political 
climate. ) 

What is the “something more” 
that workers want? Unions must be 
able to show (1) that the collective- 
bargaining process is not incon- 
sistent with the preservation of 
individual rights and the recogni- 
tion of individual worth, (2) that 
there need be no loss of status 
because of being unionized (highly 
important to the white-collar work- 
er), (3) that the risk of violence 
or strikes is minimal, and (4) that 
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unionization will not endanger the 
health of the business. The still-large 
number of non-union production 
workers and the essentially blue- 
collar employees of low-wage serv- 
ice industries may not be too 
difficult to convince, but satisfying 
the doubts of professional, technical, 
clerical, and sales workers will be 
a huge order. This is clear from 
the fact that successful major or- 
campaigns directed 
at insurance companies, banks, 
brokerage houses, central offices 
of large corporations, department 
stores, technical laboratories, and 
the like are such a rarity that they 
warrant headline treatment. 


ganizational 


An Inadequate Package 


But let us suppose that labor is 
able to deliver on this monumental 
challenge. Let us assume that the 
total organizing appeal has been 
broadened to include this “some- 
thing more,” and that it can be 
supported by sound and persuasive 
reasoning; let us assume, too, that 
there has been brought into the 
fray on labor’s side a large and 
dedicated corps of organizers of a 
markedly different type—men and 
women whom white-collar employ- 
ees can consider “like one of us,” 
yet who can appeal to the non- 
union production and blue-collar 
service-industry workers. 

Even with all this, would labor 
have a good enough package? It 
seems doubtful. For there still re- 
main two vitally important consider- 
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ations. In the first place, from the 
employees’ point of view, even a 
union that can meet all these con- 
ditions has only removed some of 
the barriers to union membership 
It must still answer the basic ques- 
tion, “What's in it for me?” And 
the answer, in a great many and 
probably the majority of cases, will 
be, “Little or nothing.” Especially 
in the case of white-collar and tech- 
nical employees, there is little in 
the way of financial gains or in- 
creased security that a union can 
offer to offset the identification with 
the company that such employees 
feel—and most managements have 
made it a point to see that they 
offer their employees as much as or 
more than unionized employees in 
similar organizations are receiving. 


Administration and PR 


Moreover, from the union point 
of view, there are administrative 
and public-relations considerations 
to weigh in the balance. A vast 
number of white-collar employees 
work in comparatively small offices, 
which are notoriously expensive and 
difficult to organize. Add to that 
the fact that unions must carefuily 
assess, in terms of their over-all 
objectives, the reaction of the public 
to strikes that cause serious incon- 
venience, and it becomes clear that 
the financial and public-relations 
costs of any vigorous effort to or- 
ganize white-collar and technical 
workers will frequently be greater 
than the gains that might be realized. 
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Labor-Management Climate 

Closely related to the foregoing 
development is the fact that since 
the war we have been in a period 
of economic well-being and political 
moderation. In general, this is true 
of the entire free world; witness the 
changes toward conservative gov- 
ernment in such nations as Canada, 
Australia, England, France, Italy, 
and West Germany. 

The union appeals of the 1930's 
and early 1940’s were often angry 
and radical appeals. The union 
leader or organizer of that time 
worked in an atmosphere in which 
“employer” was a suspect word— 
the atmosphere of the labor spy, 
the sit-down strike, and recognition 
through violence. The “inevitability” 
of some marked degree of socialism 
was a subject of sobering concern 
to believers in the free-enterprise 
system. 

Today, the union organizer is 
talking to a far different audience. 
“Management” is fully as respected 
as “labor,” and to most of the audi- 
ence, genuine economic hardship 
and the searing experiences of the 
Great Depression are matters of 
vicarious knowledge. But the labor 
excesses of the immediate post-war 
period, which did so much to assist 
the passage of the Taft-Hartley Law, 
and the labor abuses disclosed pri- 
marily by the McClellan Committee, 
which did so much to assist the 
passage of the Landrum-Griffin 
Law, are not vicarious matters to 
the bulk of workers. They are real, 
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and even apart from specific pro- 
visions that are helpful to manage- 
ment, what they symbolize has hurt 
the cause of the labor organizer. 
Moreover, few employers agree 
to the unionization of their workers 
without putting up a fight. This is 
in distinct contrast to the late 


1930’s and early 1940’s, when a 
great many employers voluntarily 


recognized unions because they be- 
lieved that unionization was inevit- 
able and it would be better to secure 
mutually good relationships. 


A New Altitude 

Why is the non-union employer 
of today so different? Because 
through contacts with other employ- 
ers, he hears again and again the 
same theme song: Avoid unioniza- 
tion, be as interested in the legiti- 
mate welfare of your employees as 
the unions presumably are, and 
spare yourself the interferences with 
operating freedom, the drain on 
executive time, and other onerous 
burdens that unionization imposes. 
Unfortunately for labor, there is 
much wisdom in this line of reason- 
ing. All too often, union recognition 
has not meant “the securing of 
mutually good relationships,” but 
undue militancy, being “grievanced 
to death,” restrictions on output, 
“make-work,” and strikes, some- 
times in total disregard of the public 
interest or even of the interests of 
the employees involved. A quarter 
of a century has elapsed since the 
Wagner Act went on the books, yet 
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labor has still to prove that it can 
really establish and enforce clear- 
cut jurisdictional lines, that it can 
make fully effective the code of 
ethical practices forced upon it by 
public opinion, and that it has ma- 
tured sufficiently to realize that in 
many bargaining situations the de- 
manding of “more, more, more” 1s 
no sound answer at all. 


Legislative Provisions 

The Taft-Hartley Act is “equal- 
izing” legislation. Under the Wagner 
Act, it was the declared public 
policy of the United States to foster 
unionization. In pursuance of this 
objective, the law gave workers 
protection against unfair or illegal 
employer conduct, but unions and 
their representatives could do little 
wrong. The Taft-Hartley Law 
changed this basic policy to the 
extent of letting employees decide, 
of their own free will, whether or 
not they want unionization. It estab- 
lished union as well as employer 
unfair labor practices; through what 
is know as the “extent of organiza- 
tion” doctrine, it prevented the 
NLRB from decreeing voting units 
(classifications of employees eligible 
to vote in elections) that had little 
logic to support them; and it speci- 
fically provided for complete free- 
dom for management to address 
employees, as long as what is said 
does not tend to coerce or to prom- 
ise benefits for rejecting unioniza- 
tion. 

The Landrum-Griffin Act of 1959 
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added one especially significant pro- 
vision: It placed severe limitations 
on the extent to which a union can 
use the tactic of “organizational” or 


“recognitional” picketing to force 


recognition regardless of what the 
employees may think of the proposi- 


tion. 

These changes are based on the 
fundamental principle that unioniza- 
tion is to be decided by peaceful per- 
suasion, not compulsion. Although 
they are designed to correct previous 
inequities, they are changes that, on 
balance, are proving beneficial to 


management. 


White-Collar Earnings 

Historically, unions whose juris- 
dictional interest has been primarily 
in white-collar workers (e.g., the 
Office Employees International Un- 
ion and the Retail Clerks Interna- 
tional Association) have believed 
their most solid organizing appeal 
to be the superior wage gains of 
blue-collar employees. This was true 
during the late thirties and the 
forties, but during the fifties, the 
picture changed sharply. 

According to Census Bureau 
data, from 1939 to 1950, clerical 
and related workers improved their 
income by 111 per cent; profession- 
al, technical, and related workers 
did a trifle better. In the same peri- 
blue-collar workers 

income by 


od, however, 

improved their 
than 170 per cent. In contrast, be- 
tween 1950 and 1958, both white- 
collar groups mentioned did better 


more 
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than the blue-collar employees. The 
white-collar percentages are 53.7 
per cent and 46.5 per cent respec- 
tively, whereas blue-collar “opera- 
tives and kindred workers” went 
ahead 42.9 per cent and blue-collar 
“laborers” went ahead 34.4 per 
cent. 

The implications of this develop- 
ment are clear. As AFL-CIO econ- 
omist Everett Kassalow puts it, 
“Conceivably labor market changes 
might reverse the trend of the past 
decade or so, but official forecasts 
of the demand for labor in the next 
decade and more do not support 
this possibility. From a_ purely 
tactical viewpoint, so far as relative 
economic conditions are concerned, 
it is probable that large numbers of 
white-collar workers were more ripe 
for unionism in the decade of the 


forties.” 


The Personnel Function 

Probably the most 
development of all is the increased 
importance of the personnel func- 
tion, through which more and more 
employers are demonstrating their 
view that there are better ways of 
serving the employees’ interests than 
through collectively bargaining with 
a union. 

With perfect honesty, a vast num- 
ber of employers today can say to 
their employees: “Our personnel 
practices, including wages, hours, 
and employee benefits, are equal or 
superior to those of other employers, 
including unionized employers, offer- 


meaningful 


MANAGEMENT REVIEW 





ing similar kinds of work. We have 
a grievance procedure that assures 
every employee a fair and con- 
siderate hearing whenever he has a 
job problem or complaint, or even 
a problem of a personal nature that 
affects his job. We never lay off or 
discharge a person without good 
cause, so you have as much job 
security as any union contract could 
give you. Under circum- 
stances, why should you assume 
the costs and other obligations of 
union membership? Why should 
you run the risks involved in union- 
poor leadership, 


these 


ization—risks of 
or of picketing and strike duty?” 


Leave Well Enough Alone 


These are potent arguments, and 
in an increasing number of com- 
panies, a majority of the employees 
are reaching the conclusion that the 
continuance of their present rela- 
tionship with management is prefer- 
able to placing their welfare in the 
hands of an organizing union. 

The personnel or industrial-rela- 
tions function in industry has wit- 
nessed a vast growth during the past 
45 years. World War I gave the 
function its first tremendous im- 
petus; the growth of unionization 
and the 
thirties provided another push; and 
World War II provided still another. 
Then, too, there has been a growing 
sophistication in the science and art 
of management itself—a sophistica- 
tion evidenced in many of our com- 
panies by more and better training, 


social legislation of the 
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executive-development _ programs, 
carefully conceived employee-bene- 
fit programs, well-developed job- 
classification plans, and so forth. 
This fact of our times is truly omi- 
nous for the union movement, be- 
cause in direct contrast to earlier 
days, unionism is being counter- 
acted on the ground that it repre- 
sents for the employees themselves 
a needless and risky appendage. 


Tougher Sledding Ahead 

No one can argue, of course, that 
union strength today is anything but 
great. There are many who believe 
that further legislation is needed to 
curb the “monopoly power” of some 
uniens, which they consider the 
prime mover in our long-term in- 
flationary spiral, and to outlaw 
union security clauses that require 
some form of compulsory union 
membership as a condition of em- 
ployment. And there are many who 
are alarmed at the sheer might of 
some unions—the Teamsters and 
the AFL craft unions in particular 
—whose power derives from their 
control over absolutely essential 
work. 

But labor has its problems, too, 
and they are far from small ones. 
On balance, when one considers the 


declining growth rate of unions and 


the organizing problems that they 
face, it seems clear that organized 
labor will be fighting an uphill battle 
just to hold on to its present degree 
of power, much less to expand it 
in the years ahead. + 





When Should 


an Executive Retire? 


By Edmund K. Faltermayer 


Condensed from The Wall Street Journal 


tis LD TOP business executives 
be forced to retire at 65 to make 
way for younger men? Although a 
majority of the nation’s major cor- 
porations make retirement by age 
65 mandatory for executives, indi- 
cations are that more companies 
are reconsidering their policies or 
relaxing rules on occasion to per- 
mit key officers with needed talents 
to stay on. 
The Wall 


Consolidated Edison, New York, 
for the past three years has been 
allowing executives to stay on until 
age 68. Olin Mathieson Chemical 
Corp. also has raised its retirement 
age to 68. And Prudential Insur- 
ance Co. of America, which has a 
“normal” retirement age of 65, re- 
cently chose as its president 68- 
year-old Louis R. Minagh, Jr. 

A study of executive retirement 
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published recently by Industrial Re- 
lations Counselors, Inc., New York, 
shows that 82 per cent of 274 cor- 
porations surveyed set a mandatory 
retirement age for executives. But 
nearly half these corporations said 
they make exceptions to their re- 
tirement policies “fairly regularly” 
to retain essential men. 


Uniform Explanation 
IRC found a fairly uniform ex- 
planation for the establishment of 


a mandatory retirement age: A 
fixed policy is easier to administer 
and spares boards of directors and 
executive committees the problem 
of deciding who among their close 
associates stay and who 
should go. Companies report that 
fixed policies “preserve the dignity 
of the executive” by removing un- 
certainty about his tenure as he 
retirement age. Mandatory 


should 


nears 
retirement also precludes politicking 
and charges of “discrimination,” 
either of which might result from 
a flexible policy, said many con- 
cerns. Only 13 of the corporations 
surveyed have “extremely flexible” 
retirement policies—that is, dealing 
with executives on a case-by-case 
basis. 

Another reason cited for retiring 
executives at 65: It’s easier for 
corporations to ask white-collar and 
hourly workers to retire at 65 if 
companies can show that the top 
brass is doing so. 

The promotional “logjams” bro- 
ken by retirement of older execu- 
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tives can be enormous. One com- 
pany reported that 150 promotions 
were triggered by one man’s retire- 
ment. A key advantage of a fixed 
retirement age, many companies 
said, is that it gives assurance of 
eventual promotion to young men 
waiting to move up, raises morale 
at the lower levels, and makes re- 
cruiting easier. 

Corporations increasingly are 
hiring back retired executives as 
consultants—often to discourage 
them from taking their experience 
and contacts to a competing com- 
pany, the IRC study notes. In most 
cases, the “consulting” job keeps 
a man on call rather than engaged 
in a full-time activity. Nearly 75 
per cent of some 204 such consul- 
tants on whom IRC obtained data 
spend less than one-fourth of their 
time at it. 

If a corporation wants to ease 
an executive out before he reaches 
the normal retirement age, there 
are various ways of doing it, ac- 
cording to the study. The usual 
way is to offer a man of say, 60, 
the same retirement benefits he 
would get if he stayed on until 65. 


Tapering Off 

If a company with a flexible re- 
tirement policy wishes to induce an 
executive to retire at the normal 
age of 65, it may do so by giving 
him progressively longer vacations 
and making retirement benefits ir- 
resistably high. One corporation 
has had considerable success with 
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an unusual “tapering off” system. 
An executive is allowed to stay on 
past 65, but during each successive 
year he is docked an additional 
month’s pay; meanwhile, his retire- 
are being increased. 
among them 
Telegraph 
Corp. 


policies 


ment benefits 
Some corporations 
Celephone & 
Johns-Manville 
maintain rigid out-at-65 
And at least two concerns—Metro- 


American 
Co. and 


politan Life Insurance Co. and 
Monsanto Chemical. Co.—have 
lowered retirement ages. Metropol- 
itan formerly let its officers stay on 
until 70; now 65 is the “general 
rule,” officials say. At Monsanto, 
the president (who is also chief ex- 
ecutive officer) must move up to 
board chairman at 60. Other offi- 
cers can stay in their posts until 
they are 65. + 
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“Can you place the four of us? We don't want 
to break up our car pool,” 
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Standards of Performance 


for Purchasing 


By Dean S. Ammer 


Condensed from Harvard Business Review 


a IS A RARE purchasing depart- 
ment that cannot contribute far 
more to a company’s success than 
it actually does. Too often, pur- 
chasing’s potential contributions are 
negated because the department's 
objectives conflict with each other. 
For example, a department whose 
primary objective is to buy at the 
lowest possible prices will almost 
always fall down in such areas as 
quality, delivery, inventory turn- 
over, and vendor relations. Similar- 
ly, a department aiming for rock- 
bottom operating costs simply will 
not have the quality and quantity 
of personnel it needs to achieve its 
other goals. 


Performance and Plans 


To solve the problem of conflict- 
ing objectives within the purchasing 
department, performance standards 
for each of these objectives must be 
determined in relation to the com- 
pany’s over-all goals, its sales out- 
look, financial condition, and gen- 
eral business conditions. This can 


best be done if top management 
requires the purchasing department 
periodically to submit plans for 
achieving its goals. These plans can 
then be modified, where necessary, 
in order to make them consistent 
with the company’s goals. 

How should such plans be made? 
How can performance in carrying 
them out be measured? Consider 
price—often the single most im- 
portant objective of a purchasing 
department because it has the great- 
est and most direct impact on com- 
pany profits. It is not enough for 
management to say that when pur- 
chasing’s performance is good, 
prices drop, and that when it is bad, 
prices rise. Prices are determined by 
factors other than the purchasing 
department’s skill in selecting sup- 
pliers and negotiating. 

More sophisticated techniques 
are needed to measure purchasing’s 
price performance. One of the best 
involves a forecast by the purchas- 
ing department of the prices it ex- 
pects to pay. The department’s per- 
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formance can then be measured in 


two ways: 

e By the accuracy of its basic 
forecast. Prices are affected by such 
forces beyond the control of the 
purchasing department as general 


changes in market prices, costs of 
production, and delivery. But since 
company costs and profits are af- 
fected by someone 
must take responsibility for predict- 
ing their impact. In most compan- 
ies, the manager of purchasing 
should be the best qualified person 
to do it. 


these forces, 


e By 
If the company’s projected 
profits and pricing are based on cer- 


its actual price perform- 


ance. 


tain purchase prices, then purchas- 
ing should be able to realize the 
prices it has forecast (subject to 
changes beyond its control) 


Setting Standards 

How can objective price stand- 
ards for purchasing be set? The in- 
itial tools are a general economic 
forecast (which may be prepared in 
the company’s own economics de- 
partment or by an outside consul- 
tant) plus reasonable assumptions 
about specific major commodities. 
From this general data, the pur- 
chasing department can then devel- 
op specific price forecasts for the 
parts and materials it buys. Here 
are some suggestions to make its 
work more effective: 

e The department should allow 
for the impact of market-price 
changes, the effect of changes in 
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suppliers’ wage and material costs, 
the effect of design changes, and 
sO on. 

e A general cost-reduction tar- 
get—as well as specific reductions 
through negotiation, introduction of 
new suppliers, materials substitu- 
tion, and other methods—should be 
considered. The general target 
should be based at least partly on 
previous experience as well as on 
the purchasing manager’s “feel” for 
market conditions. Management 
should not allow purchasing to set 
its cost-reduction sights low. 


Supplier Performance 

Good supplier performance must 
be another objective of the purchas- 
ing department. If, for example, in- 
ventories fall to a dangerously low 
level as a result of supplier failure, 
the purchasing department—which 
selects the supplier—cannot escape 
responsibility for his failure to de- 
liver materials of the desired quality 
in the desired amounts on schedule. 

Many managements try to obtain 
from purchasing objective measure- 
ment of supplier quality and de- 
livery performance. Performance 
data for individual suppliers are 
useful as a buying tool; such data 
for all suppliers can also be used 
by management as a barometer of 
over-all purchasing department per- 
formance. 

Quality objectives: The simplest 
way to measure a supplier’s quality 
performance is to keep records of 
rejections and compare them with 
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his total shipments. Naturally, re- 
jects will be higher for some items 
than for others. What is important 
is the trend of rejections and the 
performance of competing suppliers 
of similar commodities. Suppliers 
who start falling behind may be 
warned at first but eventually may 
be dropped. 

Delivery objectives: A supplier 
should deliver, on schedule, the ex- 
act quantity specified. Therefore 
two measures of supplier delivery 
performance are necessary: a time 
rating and a quantity rating. 

The time rating is a comparison 
of the date for which a shipment 
is promised with the date it is 
actually delivered. Early shipments 
are penalized less than late ship- 
ments because they are usually less 
costly. A quantity rating involves 
partial receipts. A supplier who 
makes unscheduled small shipments 
is not doing as good a job as is one 
who can ship the full quantity ac- 
cording to schedule. 


Supplier Relations 

Suppliers’ other contributions 
(such as technical assistance with 
operating problems or suggestions 
to cut costs through changes in de- 
sign) make good supplier relations 
another major objective of every 
purchasing department. Unfortu- 
nately, it is not easy to measure pur- 
chasing’s performance in meeting 
this objective. The best manage- 
ment can do is to request the pur- 
periodically to 


chasing manager 
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summarize contributions that each 
supplier has made in suggesting new 
or ideas or in helping 

personnel with 


products 
operating 
problems. 


their 


Personnel Development 

The day has yet to come when 
purchasing becomes well known for 
developing men for general execu- 
tive positions elsewhere in the com- 
pany. There is no really objec- 
tive way to measure purchasing’s 
current performance in meeting 
its management-development goal. 
However, the purchasing manager 
should have a program to recruit 
and develop high-potential employ- 
ees in his organization. And man- 
agement should insist that the de- 
partment have proportionately as 
many future top executives in its 
ranks as any other department is 
expected to have. 

In the past, unfortunately, the 
development of purchasing person- 
nel has been handicapped by undue 
attention to operating costs. In 
many cases, companies have traded 
one hundred dollars in profits from 
better purchasing for a one-dollar 
saving in operation costs by getting 
along with fewer persons in the pur- 
chasing department or with lower 
salaried, less able personnel. 


Operating Costs 

The usual tool for controlling op- 
erating costs is the budget. Typical- 
ly, a purchasing manager submits 
a budget for personnel and other 
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calls (which 
dollars in 


telephone 
thousands of 
departments), 
Obviously, 


expenses 
run 


some 


into 

purchasing 
travel, supplies, etc. ev- 
ery purchasing manager should stay 
within his budget, provided the as- 
sumptions on which it is based do 
not change 

But 


is purchasing’s 


another important standard 


implementation of 
future operating 


plans to reduce 


costs. 


For example, one year it 
make a detailed study of electronic 
data-processing techniques to see if 
they can be applied to reduce op- 

Another year it may 
make work-sampling 
studies to see if methods can be 
improved, and so on. Purchasing 
should not only be required to meet 
this year’s budget but should also 
present a program to reduce tomor- 


may 


erating costs. 


decide to 


row’s Operating costs. + 





7 


WeRLD 


| EXPORT —' | 


“We've had four revolutions, 


three internal disturbances, 


and two coups d’éfots since you went to lunch.” 
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TURNING 
IDEAS 


INTO PRODUCTS—FAST 


The Iron Age 


Condensed from 


O,.. COMPANY has found that it 


can do the near-impossible—and 
do it fast. Via a system it calls 
“quick reaction capability,” Halli- 
crafters, Inc., Chicago, can turn 
an idea into a finished product in 
just one week. The company de- 
veloped the complete 
high-speed, government-contracted 
research, and it’s a method that in- 
dustrial companies are now adapt- 
ing for their own nondefense 


system to 


The Iron Age (June 1, 1961) 
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work. Here’s how it works at Halli- 
crafters: 

An Air Force officer phones 
from the Wright Air Development 
Command at Dayton, O., to re- 
quest a special piece of electronic 
equipment. It has never been built 
before—and no one knows if it 
can be. 

The contact man at Hallicrafters 
quickly alerts other members of the 
QRC team. The company’s engi- 
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neering director begins alerting 
division managers who can provide 
needed data. They, in turn, call in 
individual project engineers in their 
commands. 
Within three 
Force knows if the job can be done, 
how long it’s going to take, and 


hours, the Ajir 


what it’s going to cost. At that 
moment, an around-the-clock crash 


program can be started 


Hands Off 

Hallicrafters has divided its ORC 
group into six major divisions, each 
headed by a manager. Each man- 
ager supervises several project en- 
gineers, each heading research on 
one Or more projects and backed 
by his own engineering squad. 
Once the project is assigned to a 
division, and the division manager 
turns it over to a project engineer, 
the policy is strictly “hands off.” 
[he project engineer and his team 
run the show 

The division engineering man- 
ager works with a division business 
manager. The goal: Keep engineers 
free to think about the problem at 
hand; keep administrative detail at 
a minimum. Centered around the 
engineering group, the QRC per- 
sonnel function as a company 
within a company. 

Engineers seek to build designs 
around available military-specifica- 
tion equipment. A special purchas- 
ing branch tries to buy military- 
specification items where possible, 
unless this would delay delivery. 
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Vendors to QRC have been briefed 
that delivery speed is essential. 

If a part can’t be purchased, it’s 
made up in the model shop. Here, 
44 model makers and six helpers 
operate what amounts to a small 
factory. Equipment ranges up to a 
fifty-ton press and includes 22 
lathes, fourteen milling machines, 


and electric assembly lines. This 


same shop often serves as the as- 


sembly line for short-run prototype 
military hardware. 

Hallicrafters, with 2500 workers, 
has 700 engineering personnel. Of 
these, at least 85 per cent are on 
call for ORC work. Of the QRC 
group, 35 per cent are senior men, 
backed by almost as many junior 


engineers. 


Adaptable for Industry? 

Can the ORC approach be adapt 
ed for industry? A modified ver- 
sion of it is being used by Clearing 
Division, U.S. Industries, Inc. 
When a customer requests special 

company’s chief 
engineer, general 


equipment, the 
manufacturing 
manufacturing manager, sales esti- 
mating manager, and chief design 
engineer decide if it can be built, 
what it will cost, and when delivery 
can be promised. 

The bid request is analyzed to 
see whether past designs (Clearing 
has 15,000 designs ‘on file) can be 
modified. If there is a base refer- 
ence in this file, the group uses a 

system—deciding 
added or deleted 


“plus or minus” 
what must be 


MANAGEMENT REVIEW 





from the previous design. They can 
come up with a firm cost estimate 
in eight hours or less. If no past 
design expeiience applies, the an- 
alysis group then asks: Can we 
manufacture it? Do we have the 
technical and design skills to create 
it? 


Close Contact 

The sales engineer remains in 
close contact with the customer. 
As the project moves into the de- 
sign and manufacturing stages, the 
engineering department confers 
weekly with purchasing, the comp- 
troller, and manufacturing and 
tooling men to readjust lead times 
if the process is speeded up or if 


a bottleneck develops. As soon as 
tooling gets underway, a weekly job 
schedule brings sales and manage- 
ment into close contact with prog- 
ress on the order. 

The heart of a QRC program is 
employee morale. At Clearing, for 
example, supervisors from _ line 
foremen on up are briefed at 
monthly meetings on job progress, 
and the information passed along 
to employees. Many companies 
now using the QRC approach in 
their civilian work find that incen- 
tives are the exception, rather than 
the rule. Manpower output—the 
secret of QRC success—depends 
on a well-instructed work force that 
believes in the job it’s doing. 


Managing Major Changes 


HONESTY IS THE BEST POLICY—even when it hurts—in telling employees 
tactfully about organizational changes which may adversely affect their 
jobs. This opinion is expressed by Floyd C. Mann and Franklin W. Nefl 
Change in Organizations, published 
Foundation for Research in Human 


in their book, Managing Major 
by the University of Michigan’s 


Behavior. 


There are no firm rules to use in persuading employees to accept change, 
the researchers note, but there are ways to make the effects of change 


less disruptiv e 


For example, when reorganization involves only short- 


term effects, sharing the facts with employees may help them see the 
over-all benefits of the change. This may ease their acceptance of it. 
In tougher cases involving long-range negative effects for workers, 


providing additional information may not encourage them to help achieve 
the changes, but it will help them make alternative plans for the future. 
“While none can be expected to be pleased with changes that will 


affect them adversely on a long- or 


short-term basis,” the researchers 


say, “workers would probably prefer to be treated openly, honestly, and 
as human beings who have the right to know the facts and to make 
decisions about their own future involvement in the organization.” 
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ULTRASONICS: 


All-Purpose Tool of the Future 


By Robert P. Holton 


Condensed from Industrial Distribution 


Ww HAT CAN RUB two metals to- 


gether with such force that they 
flow into one piece with no evidence 
of heat? What can crush its way 
through the hardest diamond and 
leave an intricate hole of perfect 
dimensions? What can clean the 
dust and oil film from the most deli- 
cate watch? 

One modern industrial technique 
can perform all these functions, and 
more. 

It's ultrasonics, the use of power 
ful sound waves that are gen- 
erally above the hearing range of 
the human ear. Industrial equip- 
ment using ultrasonic principles is 
already operating in many plants; 
more of it will soon be machining, 
testing, cleaning, soldering, welding, 
and detecting for industry. 

Che basis of the industrial appli- 
cations of ultrasonics is sonic energy, 
the basic force present in all sound 
waves. As the frequency of sound 


waves is increased, the pitch rises 


until it passes into an inaudible or 
“ultrasonic” range. But even when 
the sound can be heard, there is 
some degree of sonic energy im- 
parted by the sound wave source. 
Here are some of the applications 


of ultrasonics: 


Scrubbing Bubbles 

A cleaning solution, like every 
liquid, contains countless tiny bub- 
bles, ranging in size from those that 
are visible to the naked eye to those 
that are submicroscopic. When high- 
frequency mechanical vibrations are 
introduced into the solution, sonic 
energy creates compression waves 
that cause these bubbles to pulse or 
collapse. Sonic energy is so great 
that when the bubbles collapse un- 
der this compression, forces up to 
15,000 pounds per square inch are 
generated at the center of the im- 
plosion. 

The phenomenal vacuum force 
and the pulsating action of the bub- 
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bles act like millions of scrubbing 
fingers. Sonically activated cleaning 
solutions reach into otherwise im- 
penetrable crevices, providing com- 
plete microcleanliness in the gentlest 
possible way. This technique has 
proved particularly valuable in 
cleaning machine parts having blind 
holes or other crevices that could 
not be cleaned by other means. 


Burglars, Beware 


Ultrasonics is used to protect 
areas against burglary. Ultrasonic 
waves are radiated into a closed 
area, such as a large warehouse or 
small office. As long as there is no 
motion within the protected area, 
the ultrasonic waves reflected from 
its boundaries—and from the ma- 
terial in it—have the same pitch. 
But if there is a moving object in 
the area—for instance, an intruder 
or even a flame—a different pitch 
is reflected. This different pitch is 
picked up by a receiver and an 
alarm is activated. 

Sufficient equipment to protect 
from 4000 to 12,000 square feet, 
with one master control and acces- 
sories, operates on ordinary lighting 
current, and the load of the equip- 
ment is no more than that required 
for a single light bulb. 


Sensing by Sound 


An ultrasonic sensing and switch- 
ing device for controlling many 
kinds of automatic processes is now 
being manufactured. Like an elec- 
tric eye, which triggers a mechan- 
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ism when a light beam is inter- 
rupted, the ultrasonic device uses 
two sensors and a control unit. In- 
stead of light, however, ultrasonic 
equipment uses high-frequency 
sound waves. The equipment is 
not affected by dust, surrounding 
light, vibration, or steam. Another 
feature is its ability to project sound 
through relatively dense materials. 
This means it can be concealed be- 
hind paint or wallpaper, yet shoot a 
beam of invisible and inaudible 
sound across the front of a door or 
safe. 

The device can sense solids or 
liquids, opaque or transparent ob- 
jects, ferrous or nonferrous metals, 
and fast- or slow-moving objects. 
The beam can be made several feet 
wide or as small as thirty thou- 
sandths of an inch. 

The largest market for these de- 
vices is expected to be in automated 
industrial controls. Possible uses in- 
clude counting, sorting, and rout- 
ing; machine safety control; level 
control for liquids and solids; and 
a wide variety of edge and position- 
ing control functions. 


Welding 


High quality welds can be pro- 
duced with dissimilar metals with- 
out the use of flux or any other 
material. The two 
pieces to be welded are pressed to- 


intermediate 


gether against the welding head. 
Then the head is made to vibrate 
ultrasonically, importing tranverse- 
wave motion into the work. This 
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motion rubs the two pieces against 
each other, causing them to flow 
together and become welded. 
Because of the lower tempera- 
tures of ultrasonic welding, no out- 


gassing of metal occurs to contami- 


such as carbide, tool steel, glass, 
ceramics, germanium, silicon, and 
ferrite. 

Ultrasonic machining is __per- 
formed by a cutting tool oscillating 
approximately 20,000 times per 


second in an abrasive solution. The 
drives the abrasive grains 
the work piece, chiseling 
Finish and 


nate special materials. And with no 
current passing through the welding tool 
zone, there is no arcing or sparking against 
away minute particles. 
precision depend on size and finish 
of the tools, fineness of abrasive, 
and material being machined. Ten- 
microinch finishes and tolerances of 
.0005 inches can be attained. 


to contaminate surrounding areas. 
Still another application of ultra- 
sonics is in machine tools that can 
machine, drill, cut, and engrave 
intricate designs, shapes, holes, and 
cavities in hard and brittle materials 


How Youth Views Business 


BUSINESS LEADERS use illegal means to gain money and power. Profit is 
the money left over after a company pays its wages. The government 
should require “big business” to charge a “fair price” to the consumer. 

These and similar notions are held by a large share of today’s high 
school population, according to a recent survey conducted by the Purdue 
Opinion Panel (Purdue University) and reported in Nation's Business. 

Among the findings in the survey are these: Only 58 per cent of the 
students polled feel that business leaders are interested in the freedom 
and welfare of the individual. Only 11 per cent correctly identified profit 
as a “return for risk-taking.” Some 26 per cent of the students agreed 
with a statement to the effect that “most business concerns are out to 
make all the money they can, regardless of who gets hurt.” About 23 
per cent feel that federal laws governing business are not strict enough 
And some 34 per cent favor compulsory arbitration. 

4 significant finding in the study is that most students don’t want busi- 
ness careers. Fewer than 25 per cent of the students expect to be in busi- 
ness management; fewer than 5 per cent want to be white-collar or pro- 
duction workers 

Unless these students’ future education and training deal with industrial 
relations, economics, and the free enterprise system, Nation's Business 
points out, young people all over the country will start their careers with 
false ideas about the business community and our economic system. 
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The Computer and | 


By J. Arthur Barrington, 


as told to Raymond Dreyfack 


L, all started with that meeting of 
the board. We’re a_ progressive, 
break-through crowd here at The 
Works, and we've been noticing the 
startling number of break-throughs 
in the computer industry for some 
time now. 

As our chairman so aptly put it, 
“It’s about time we took action. 


Mr. Dreyfack is a computer specialist 
and systems analyst with a prominent 
manufacturing organization. 


Rising labor costs are hurting us in 
many areas. In X Division alone, 
we employ 73 clerks and 5 super- 
visors.” 

As president, I was charged with 
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the responsibility of forming a com- 
mittee to investigate the feasibility 
of ordering a giant computer for 
The Works. 

“Naturally, there’s only one com- 
puter worthy of consideration for 
an operation of our volume and 
scope,” the chairman pointed out. 
“The new Solid State Crainiac 
9750. The company has a fine repu- 
tation for back-up and reliability; 
its facilities are unsurpassed and, 
judging from the publicity releases, 
the Crainiac people have been re- 
sponsible for some dramatic break- 
throughs in recent months.” 

That, of course, was a telling 
point—we're always impressed by 
break-throughs. I should make it 
clear, however, that although pro- 
gressive, The Works is essentially a 
conservative organization. Steady, 
sensible growth—that’s our creed. 
Before undergoing the burden and 
expense of committee investigation, 
I was determined to orient myself 
and find out what this computer 
business was all about. 

“Sibyl,” I instructed my secre- 
tary, “call the local Crainiac office 
and set up an appointment with 
their representative.” 


RIGHT AND EAGER is a 
shamefully inadequate description 
of Adam Jones, the young man who 


appeared the next morning. His eyes 
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sparkled with get-up-and-go enthu- 
siasm through his spotlessly pol- 
ished hornrims, and his crew-cut 
fairly bristled with zeal. 

Setting down his attache case, he 
announced fervently, “Mr. Barring- 
ton, sir, we welcome the opportuni- 
ty to be of service.” 

“Yes. Well, let’s see now.” | 
cleared my throat. “As you perhaps 
know, The Works is primarily a 
manufacturing operation, with offi- 
ces and distribution points through- 
out this country and abroad . 

I proceeded to fill him in on some 
background, outlining our aims and 
objectives. 

As I spoke, he nodded with 
glowing understanding and appre- 
ciation. Apparently Mr. Jones was 
all for The Works and considered it 
his personal obligation to launch us 
to even greater heights of achieve- 
ment. 

Suddenly, as if on inspired im- 
pulse, he clicked open the attache 
case and started rummaging through 
it. Finding, somewhat to my an- 
noyance, that his remarkable gusto 
was beginning to unnerve me, | 
coughed gently in an unsuccessful 
attempt to divert his attention from 
the attache case. “Ah, Mr. Jones, 
I'd like to make clear that our most 
important objective, in line with 
our new cost-cutting program, is to 
reduce our direct labor burden. For 
example, in X Division alone we 
employ 73 clerks and 5 supervisors. 
We were thinking that perhaps your 
computer could—” 
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“It certainly can, sir!” He had 
found what he was looking for in 
his attache case. “Here—isn’t she a 
beaut?” The brochure he thrust into 
my hand depicted a_ luxuriously 
styled rose beige computer, with 
contrasting tape units set in deeper 
tones of pink and _ garden-lily 
mauve. 

“It certainly is,” I agreed, noting 
that the Crainiac 9750 was avail- 
able in fourteen pastel shades. “But 
tell me, Mr. Jones, what are some 
of the features of this machine?” 


E FROWNED. “Not ma- 
chine, Mr. Barrington—system. The 
9750 is an entirely new concept in 
data capture and processing.” He 
opened the brochure to the center 
fold. “As you can see from the il- 
lustration, the Crainiac is divided 
into a simple but interrelated net- 
work of modularly constructed units, 
all solid state, of course. The inter- 
nal memory is housed here in the 
central processing unit. It’s a 175 K 
job with five-nanosecond 
time to core, directly addressable in 
all registers. Mr. Barrington, if you 
input mag tape into this system, 
even without the syncrosynthetic 
buffering feature that can be field- 
installed in 23 minutes, you'll proc- 
ess upwards of 93,278 computa- 
tions per second. Is that clear, sir?” 

“Perfectly,” I said. How would 


access 
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it look if the head of a large cor- 
poration couldn’t grasp a simple 
explanation like that? 

“Well, now,” Mr. Jones contin- 
ued, and I could picture him men- 
tally rubbing his hands, “Our first 
step is to define the job. A Crainiac 
analyst will be working with your 
planning committee, of course, in 
order to block-diagram and rough- 
time the application. I can promise 
you, sir, that in short order we'll 
come up with a proposal that will 
leave your board bug-eyed.” 

“Yes, I’m sure you will,” I said. 
“But to be perfectly frank, Mr. 
Jones, I’m going to have to under- 
stand a good deal more about com- 
puters in general, and your Crainiac 
9750 in particular, before embark- 
ing on any kind of large-scale pro- 
gram to study the feasibility of or- 
dering the mach—the system.” 

“The right approach! Of course. 
Now, the first thing we want is to 
set up a Crainiac demo. Let’s 
see—” He consulted a small note- 
book. “Our schedule is extremely 
tight, but I think we can squeeze 
one in. When would be most con- 
venient for you?” 

I flipped through my calendar. 
“How about Thursday morning?” 

“Fine. We'll pick you up at 
9:45.” 

Thursday morning, Mr. 
appeared with a senior counterpart 
of himself. “Mr. Barrington—Gil 
Wintergreen, our branch manager.” 

Wintergreen was extremely intel- 
ligent-looking. We shook hands. 


Jones 
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“Hope Jones isn’t snowing you,” 
Wintergreen chuckled. “These young 
fellows are apt to get carried away. 
rhere’s much more to EDP than 


the speeds and styling of the hard- 


ware.” 

I knew immediately that Winter- 
green spoke my language. We drove 
to the local computer center where 
we were whisked up to the sixty- 
fifth floor and 
paneled 


ushered into a 
where coffee and 


While we sipped 


office 
buns awaited us. 
coffee, Wintergreen expounded fur- 
ther on the need for careful job 
definition and cost consideration, 
since computer time was valued at 
$86.93 per minute. At precisely 
10:28 he got up abruptly from the 
table. “I think the Crainiac is ready, 
Mr. Barrington.” 

We hurried down a long corridor 
to a glass-enclosed room containing 
an impressive array of eight or ten 
streamlined, pastel-colored units 
an exact replica of the illustration 
in the brochure 

Three well-tailored young men 
stood by like sentries, and a beard- 
ed, bespectacled fellow in_ shirt 
at a nearby desk, indif- 
Hasty 


sleeves sat 
ferently clipping his nails 
introductions were made 
When Wintergreen presented the 
fellow, his tone became 
Struthers is 


bearded 
more respectful. “Dr 
our programmer. He'll answer any 
technical questions you may have.” 

Struthers grunted noncommitally. 

Wintergreen’s voice turned sober 
“What you're about to witness, sir, 
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is an inventory-control, require- 
ments-forecasting application for a 
major parts manufacturer, simu- 
lated to cover any contingency that 
could come up in a complex multi- 
plant operation such as your own. 
Are we ready, gentlemen?” 

“Ready, Gil,” the sentries an- 
swered promptly. 

Wintergreen glanced anxiously at 
Struthers, who strolled over to the 
console of the computer, consulted 
a thick manual, and pressed a but- 
ton. 


HE COMPUTER immediate- 
ly whirred into action. All parts of 
the room seemed alive. Tapes 
rolled, lights flashed, printed forms 
issued from one of the units with 
the speed of a snake slithering up a 
tree. In approximately 30 seconds 
all activity stopped. 

Wintergreen smiled benignly at 
my startled expression. “We have 
just completed the first pass, Mr. 
Barrington. In 31 seconds we have 
processed 52,176 transactions, 
searched a mag tape file of 46,000 
accounts, made 92,874 arithmetical 
computations, 12,650 logical deci- 
sions, and printed 252 lines of ex- 
ception information. Now, in our 
second pass we will—” 

“What's happening 
asked. One of the sentries was 
dickering with the print unit. 


now?” | 
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Wintergreen said, “Hold on a 
sec, [ll find out.” 

He whispered something to Jones, 
who went into consultation with the 
programmer. 

“Charley’s making a minor rib- 
bon adjustment,” Jones said finally. 

Wintergreen nodded. “Now, on 
our second pass—” 

A sentry came up and whispered 
something in his ear. Wintergreen 
smiled tolerantly. “While Charley 
adjusts the ribbon, Mr. Barrington, 
why don’t we just discuss the data 
to be developed during the second 
pass. In exactly 42 seconds the 
Crainiac will update all current bal- 
ances, apply an intricate operations 
research formula—which, incident- 




















ally, is available from our O.R. lab 
at no charge to the customer—to 
measure availability and production 
facilities against expanded require- 
ments forecasts and sales estimates, 
and at the same time come up with 
an action report plus a currently 
adjusted O.R. formula.” 

He glanced nervously at the 
clock on the wall. At $86.93 a 
minute, I could understand why. 
“Are we ready yet, Charley?” 

Charley looked up wildly, his 
hands and face stained carbon blue. 
“Not quite, Gil.” 

Wintergreen expounded further 
on the speeds, capacities, and vir- 
tues of the system. Thirty-five min- 
utes later an exhausted Charley an- 
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“We have room in our organization for someone who can take responsibility." 
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nounced that the ribbon adjustment 
was complete. 
Wintergreen coughed, 
Struthers to glance up from his nails 
and press another button. Again the 
system whirred into action, and was 


causing 


silent 42 seconds later. 

Wintergreen said simply, “The 
Crainiac has just performed an ope- 
ration that it would have taken a 
staff of 183 men 245 days to com- 
plete.” 

He motioned me over to the 
printer and handed me a sheet from 


the report. There was a long list of 


numbers, and at the right-hand side 
a wide column headed: ACTION RE- 
QUIRED. 

I read from the report: . . . Order 
a dozen eross No. 8076 from K.R. 
& B., but before accepting deliver) 
test-check underside left-hand sec- 
tion of the outer shell for structural 
defect; then—INTERRUPT PRO- 
GRAM: How about some inspec- 
tion time here? CB No. 1763 PR 5 
feels a little stiff.” 

It was certainly impressive, | 
agreed 

“Tell me something,” I said to 
Wintergreen. “Suppose a company 
like ours has a million dollars’ worth 
of computer sitting in a room. The 
cleaning woman comes in and is 
seized with a whim to press some 


>>> 


buttons. What happens’ 
brought that up,” 
Wintergreen said. He pushed a 
button on the marked: 
ACCESS RESTRAIN. “Now suppose we 


try it and see what happens.” 


“Glad you 


console 
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I stepped up to the console with 
relish. Wintergreen put up a gently 
restraining arm. “No, not you, sir. 
Jones!” 

Jones came forward, looking ap- 
prehensive. “Me, Gil?” 

“You, Jones.” 

Jones reached over timidly and 
touched one of the buttons. Immedi- 
ately, sparks appeared. Jones gave 
a frightened yelp and fled. 

Wintergreen smiled indulgently. 
“I don’t think the cleaning woman 
would care to tamper with the 
Crainiac after that.” 


HEN I RETURNED to 
The Works, it was with the full 
realization the Crainiac 9750 was 
indeed all that Mr. Jones had prom- 
ised. Still, before authorizing a large- 
scale feasibility study that would 
inevitably force us to order the 
computer in order to justify the cost 
of the study, I felt obliged to make 
certain that our operation was ideal- 
ly suited for the system. 

The man who could help me was 
Timothy Wilcox. Tim, an old friend, 
headed a rival manufacturing opera- 
tion. Four months before he had a 
computer installed, and he was now 
considered an expert in the field. 

Tim’s joy at my visit was almost 
sentimentally mawkish. “You don’t 
know how glad I am to have some- 
one to talk to,” he confided huskily. 
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Except for a partially completed 
crossword puzzle, his desk was 
clean. This wasn’t the backlogged, 
report-cluttered, work-pressured Tim 
I knew so well. This man had every 
drop of work cleared up, all prob- 
lems solved. I marveled at his new- 
found efficiency. 

“How do you do it?” I asked. 

His eyes shifted nervously. “It’s 
not me,” he whispered. “It’s the 
computer that makes all the deci- 
sions. The only time you get a report 
from it is when something isn’t 
going right. Then it tells you what 
to do to correct it.” 

“That sounds wonderful.” 

“No, it’s terrible. Listen, I’ve 
always been an active man. I’m 
accustomed to solving problems, 
making decisions. I'm used to a 
constantly hectic pace. Now I have 
nothing to do. The computer does 
it all for me.” 
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Doubts crept into my mind. “You 
wouldn’t advise getting one, then?” 
He shrugged. “How can I answer 
that? It’s a question of conscience. 
The confounded thing is good for 
the company. It tells us when to 
open new plants, and where. If an 
item won't sell, the computer lets us 
know in advance, so we eliminate 
it. Business has never been better.” 

The rest of the story is history. 
I’m a man of conscience too and I 
know my obligations to the stock- 
holders. We installed a Crainiac 
9750 at The Works. 

In X Division especially, every- 
one loves it. All 73 clerks and the 
5 supervisors have been eliminated. 
Our new staff of 136 now consists 
exclusively of programmers, math- 
ematicians, analysts, and project 
planners—and they’re the happiest 
people you ever met, because they’re 
all supervisors. 4 




















The Pirates of Management 


By Perrin Stryker 


Condensed from Fortune 


Cc ALL IT what you will—pirating, 
raiding, or “body snatching” —ex- 
ecutive recruiting is a sensitive sub- 
ject in top-management echelons. 
A company president who has had 
to recruit an outside manager will 
seldom talk about it. He may be 
wary of reopening old wounds 
among executives in the company 
who had expected to be tapped for 
the job themselves. He may not 
like it known that he went outside 
for a man the company could have 
trained. Or he may not wish to re- 
call the irritating fact that he has 
to pay a pirated vice-president far 
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more than he is paying his other 
vice-presidents and thus has upset 
the company’s salary schedules. 


Deafening Silence 

Despite the almost deafening si- 
lence on the subject of pirating, it 
is difficult to find a company that 
has not done it at one time or an- 
other. The pirating of high corpo- 
rate officers is now a relatively com- 
mon occurrence. Some companies 
simply regard it as a sensible way 
of getting able managers, and a 
few rely exclusively on other com- 
panies to supply them with talent. 
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George Spatta, president of Clark 
Equipment Co., Buchanan, Michi- 
gan, says, “If I see a good man, I 
tag him and drag him in, no matter 
where he is. Maybe it’s even better 
if he’s with a competitor. I’ve got- 
ten men from many companies 
where these young guys are frus- 
trated after a while and are looking 
for a better job. We have no train- 
ing program. I'd rather let other 
companies train them, and then 
take them on.” 


Happy Hunting Grounds 


Many of these “other companies” 
are happy hunting grounds for pi- 
rates. Their managements may not 
know it, but the executive recruiters 
will. 

There can be good hunting in 
a company that is vulnerable on 
any of three counts: It is not grow- 
ing fast enough to provide oppor- 
tunities for its managers in the sec- 
ond and third echelons; it has de- 
veloped more capable managers 
than it has room for (perhaps de- 
liberately); or it has failed to keep 
its financial incentives up to date. 
Conversely, companies whose ex- 
ecutives are hard to take away are 
apt to be rapidly expanding or ex- 
traordinarily generous with pension 
and profit-sharing plans. 

The vulnerability of any com- 
pany will vary from time to time, 
of course, and a company may be 
strong enough on one count to off- 
set apparent vulnerability on an- 
other. Du Pont, for example, is 
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considered by many recruiters to be 
nearly invulnerable in most areas, 
even though it has many echelons 
crowded with able, ambitious young 
managers. But the corporation has 
developed an esprit de corps that is 
backed up by a profit-sharing plan 
and fringe benefits that few com- 
panies are prepared to match. 


Problem in Ethics 

Pirating is frequently considered 
to be a problem in business ethics. 
President Willard F. Rockwell, Jr. 
of Rockwell Manufacturing Co. has 
a do-unto-competitors view of the 
situation. “We won't even tc'k to 
a man about a job if he is working 
for a competitive company, because 
we don’t want the same thing to 
happen to us. We don’t believe in 
switching people back and forth 
between competitors—or between 
neighbors, for that matter. We don’t 
think that’s quite part of the fra- 
ternity of business.” 

To some executives, the ethical 
problem is more inclusive: It in- 
volves pirating from any company, 
and also involves questions of pro- 
cedure. Henry J. Kaiser, Jr., vice- 
president of Kaiser Industries, ad- 
mits that his company has_recruit- 
ed executives, but he insists that it 
was done ethically. “No man with 
another corporation is contacted 
regarding possible employment with 
us until we first clear with his 
present employer,” he says. “We 
do not approve of unethical prac- 
tices currently utilized by a few 
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corporations in their attempt to hire 
experienced personnel.” 

Monsanto Chemical Co. also re- 
quires permission from an employer 
before recruiting one of its men. 
Monsanto policy states that the 
company “does not initiate employ- 
ment discussions with an employee 
of another chemical company, a 
company related to the chemical 
industry, a customer, or an educa- 
tional institution without first noti- 
fying his employer.” Among com- 
panies that follow a similar policy 
are Loblaw, Dow Chemical, Stand- 
ard Oil of Ohio, and General Foods. 

Some companies, while having 
no compunction about picking men 
off singly, nevertheless avoid whole- 
sale raiding that might strip another 
company of talent. “Whenever we 
bring in someone from outside,” 
says Crosby Kelley, 
Litton Industries’ President Charles 
B. Thornton, “we are careful to 
see that he doesn’t try to bring over 
all the people from his old com- 
pany. One time we hired a fellow 


assistant to 


and discovered he was trying to 
bring over his whole department. 
We quickly stopped this. After all, 
we would want another company 
to be as careful about anyone who 


left us to work for them.” 


The Perils of Pirating 

Companies that disapprove of 
pirating often point to a wide range 
of pitfalls it may entail. For exam- 
ple, a recruiter may simply take the 
word of a president that a new 
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executive is needed, when other 
executives in the company know 
that its real trouble lies elsewhere. 
Many different recruiters may be 
hired by various divisons of a big 
company, which do not bother to 
coordinate their efforts with the 
company’s internal personnel opera- 
tions. (One big office-equipment 
maker, for instance, had eleven 
firms on its payroll; several re- 
cruiters were billing the company 
for expenses incurred in going after 
the same candidates). A company 
may be persuaded to search for 
high-priced executives by a consult- 
ing firm that has tailored its recom- 
mendations to include this _profit- 
able work. A company may find 
that a recruiter, in a hurry to collect 
his fee, submits second-rate candi- 
dates and is not willing to make 


good on a pirated executive who 
can’t fill the job he was picked for. 


Hire a Pirate? 

Companies that do their own pi- 
rating instead of hiring a recruiter 
may escape some of these difficul- 
ties, but they will also miss one 
major advantage offered by the re- 
cruiter: the anonymity he can as- 
sure for the company during a 
search. If the company itself be- 
gins searching for an executive, the 
news is likely to leak out, upsetting 
morale within the company’s ranks 
or even causing doubts in the minds 
of its customers and suppliers. 

There are some powerful argu- 
ments for pirating. One of the most 


MANAGEMENT REVIEW 





important is that the company 
that now and then pirates a top 
executive serves notice on its own 
management staff that seniority 
alone is no guarantee of promotion. 
This may do more to improve the 
quality of management than much 
of what now goes under the name 
of executive development. Accord- 
ing to Richard Stoner, operations 
vice-president of Cummins Engine 
Co., a judicious combination of pro- 
moting from within and hiring from 
outside is healthy for the corpora- 
tion. 

Stoner feels that to ban 
pirating (even if it were possible) 
would be unfair. “We believe our 
executives should have freedom to 
move,” Stoner says. “No one should 
be bound to a company. If a man 


also 


believes he has a better opportunity, 
he is entitled to accept it. If he is 
not happy here, he won’t do an 
outstanding job.” 

When a good executive gets car- 
ried off it is usually a warning—or 
it should be—to the company he 
has left behind. It may indicate that 
the company is not growing in ways 
that provide bigger and more chal- 
lenging management jobs. Few ex- 
ecutives today, according to recruit- 
ers, will change jobs merely for a 
bigger salary, fatter bonuses, or 
fringe benefits. But the prospect of 
more authority and responsibility in 
another company is usually an ir- 
resistible lure to a good executive 
who cannot see such opportunities 
immediately ahead of him in his 
own company. * 


The Color of Your Money 


WHEN ASKED to show “the color of your money,” 
of bills as widely 


to flash an array 


you may soon be able 


varied as the rainbow. Word from 


Washington is that the familiar greenbacks will soon undergo a metamor- 
phosis and emerge in shades that may include red, yellow, blue, orange, 


and so on, reports The Biddle Survey. 


The move to the spectrum emerged from the discussion stage recently 


when U.S 


to Secretary of the Treasury 


Treasurer Elizabeth Rudel Smith submitted a detailed report 
Dillon 


The move actually is not as radical 


as it may at first seem. Colored bills are a familiar sight to all who journey 
as far from U.S. borders as Canada, and they have proven successful in 


many other countries. 


There are, of course, certain advantages for sellers and buyers under 


the new color scheme. The colors should aid in quick and correct identifi- 
cation of bills and in making money easier to count. Actual colors have 
not yet been decided upon except for the $1 bills, which will retain the 
familiar green hue. 
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The Discount House— 


Rising Tide in Retailing? 


Condensed from Business Week 


FAx EXPANDING mass-production 


economy needs a mass-distribution 
machine. This belief on the part of 
a growing number of retailers is 
behind the push toward streamlined, 
low-markup, self-service merchan- 
dising. According to one retailing 
authority, the discount house will 


become as important in general 
merchandising as the supermarket 
has become in food. 

Some recent events indicate how 
the discount-house idea is taking 
root. Late this spring, Allied Stores 
Corp., one of the top three depart- 
ment-store chains in the country, 
set up a new division, Almart, de- 
scribed as a mass-merchandising, 
simplified selling operation. The two 
other top department store chains 
Federated Department Stores, Inc 
and May Department Stores Co.— 
are studying discount operations. 
L. S. Ayres & Co., quality depart- 
ment store of Indianapolis, will open 


Reprinted from Business Week 


permission 


its first Ayrway discount store this 
fall. 

Food chains are moving in the 
same direction, often via nonfood 
lines. Grand Union Co. now has 
twenty big Grandway stores offer- 
ing a wide variety of merchandise. 
Kroger Co. late last year bought 
Sav-On-Drugs, Inc., discount drug 
chain. Penn Fruit Co., Inc., quality 
food market of Philadelphia, early 
this April acquired Kiddie City, self- 
service chain specializing in toys, 
children’s wear, and juvenile fur- 
niture. 

Although the term 
house” covers a variety of opera- 
tions, the basic prerequisite is mar- 
gins well below those of traditional 
merchants. It does not mean, most 
discounters merely cheap 
mechandise at low prices. It means 
standard, often branded merchan- 
dise at savings that run anywhere 
from 10 to 40 per cent. 


“discount 


insist, 


(April 29, 1961), by special 
1961 by McGraw-Hill Publishing Co., Inc 
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A consistent pattern seems to be 
emerging. Most modern discount 
operations include a large one-floor 
unit, with broad, departmentalized 
lines; typical self-service accessories 
like shopping carts and checkout 
stands; a minimum of sales help; 
and simple fixtures. 

Some discount stores are short on 
the usual services—charge accounts, 
sales help, delivery—though many 
offer even these, at a price. But 
they do offer the service of con- 
venience—usually meaning parking 
space and long shopping hours. For 
example, Clark’s Discount Depart- 
ment Store, Fort Worth, Tex., is 
open from 10 A.M. to 10 P.M., seven 
days a week. The long hours, and 
especially the much-debated Sunday 
opening in areas where it is per- 
mitted, make for a family shopping 
center. On Sunday, Clark’s says, 
the store is packed with families 
who approach shopping with the 
same gusto as they head for a picnic. 


Stretching the Dollar 


To those who argue that this is 
a passing phase, proponents of dis- 
count selling in general merchandise 
have a telling argument: The vast 
numerical expansion of the market 
shows no sign of abating. Popula- 
tion growth, on a percentage basis, 
is heavily weighted in favor of the 
very young and the oldsters. This 
puts heavier burdens on the income 
earner to stretch his dollars. And 
the growing demand for services 
further cuts the dollar available for 
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goods. There has been no adequate 
medium for meeting these needs, 
especially since the market hied 
headlong to the suburbs, believes 
Nathaniel Schwartz, editor of the 
new magazine, Discount Merchan- 
diser. The department store tried, 
but most branches haven’t the 
stocks to do a real mass-distribution 
job. The logical solution seems to 
be operations geared to fast turn- 
over, with profit based on volume. 


Retailers Fight Back 

Many retailers disagree. At the 
recent annual meeting of Sears, 
Roebuck & Co., board chairman 
Charles H. Kellstadt blasted dis- 
counters. He called them a “fallacy 
and a misrepresentation.” With the 
erosion of fair trade, there is no 


longer a need for them, he said. 
Yet even the stores who pooh- 
pooh the discounters’ impact are 
forced to pay them unintended com- 
pliments. The stores have met the 
price competition to literally the 
point of no return on some lines: 


appliances, cameras, toys. Some 
have met this competition simply by 
dropping these lines—a solution not 
calculated to appeal to the manu- 
facturer as a permanent answer. 
Some fight discounting by pressur- 
ing the manufacturer. “If he sells 
to a discounter, we put him on 
notice,” one big store says. 
Discounters make some conces- 
sions of their own. They admit that 
the big downtown store with an 
established name isn’t in danger. 
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And discounters argue over the best 
route to mass selling. The closed- 
door house, requiring membership 
cards to get in, has strong advo- 
cates. It boasts a strong psycho- 
logical appeal to the “joiner.” Open- 
door merchants reply they have a 
broader market. 

The discounters’ greatest worry, 
however, is other discounters. As 
the floodgates open, they run the 
risk of devouring each other. Some 
Chicago retailers feel their area is 
discount-saturated. Los Angeles is 
opera- 


inundated by closed-door 


tions. The inevitable result will be 
the erosion of not only the weak 
conventional retailer but the weak 


discounter as well 


Things to Come 

Some outstanding retailers recog- 
nize that the good discounter is here 
to stay. The head of one of the 
nation’s poshest stores says: “The 
discount store is a new form of dis- 
tribution. It is geared to the mass- 
production system. It will last as 
long as it can offer low-cost distri- 
bution through legitimate channels, 
sell satisfactory products at a satis- 
factory price, and give the minimum 
amount of service the customer de- 
mands.” Ten years from now, he 
sees two strong types of discount 
operations: the high-service, luxury 
store and the stripped-down model. 
“Anyone in the middle will have 
problems,” he says. 

One school of thought holds that 
as successful discounters expand, 
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they will run head-on into the same 
problems faced by big retailers. 
Competition will force higher mark- 
ups while department stores are 
edging down to the discounters’ 
price levels. The lines of cleavage 


will blur, not sharpen. 


Lower Markups? 

Discount advocates aren't im- 
pressed with this line of thought. 
Sol W. Cantor, president of Inter- 
state Department Stores,  Inc., 
points out that it overlooks the im- 
portant fact that growth can cut 
overhead. “I would expect to lower 
my markups (now averaging about 
23 per cent) as we get bigger,” 
he says. 

An aggressive discounter sees no 
limit to the merchandise that can 
move through mass channels—even 
autos. The greatest danger, Cantor 
feels, comes when the discounter, 
pressed by competition, begins to 
forget his basic tenet and thinks in 
terms of higher markup. There is 
another danger, common to all mer- 
chandising, that bigness may bring 
mediocrity. Yet bigness brings its 
rewards: greater buying power, the 
ability to “create” merchandise, and 
the ability to buy on specification 
as the major chains buy. 

Over the long haul, however, 
what will keep a discount operation 
alive and growing is what keeps any 
merchant healthy at any price level: 
imaginative merchandising. “In the 
discount house, too, that will be the 


final test,” says one discounter. 
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Bringing 


Basic 


Research 


to Market 


a RESEARCH and devel- 
opment contains two essential ele- 
ments which often are far apart. 
One is scientific research—a free- 
roving, analytic inquiry into unpre- 
dictable phenomena. The other is 
commercial development—the ulti- 
mate business outcome of success- 
ful industrial within the 
practical framework of economic 
and company values and restraints. 
Coordinating these elements is one 


research 


Research Management (Summer, 1961), 


JULY, 1961 


( 


1961 by 


By R. W. Cairns 


Condensed from Research Management 


of the major challenges of industrial 
research planning. 


Is Freedom Enough? 

In many companies, management 
leaves the determination of fields 
for research, as well as project se- 
lection, entirely up to the research 
staff. But is it enough merely to 
supply this freedom and then leave 
all else to the intuition and inde- 
pendent judgment of the investiga- 


Industrial Research Institute, Inc 





tor? How can we expect a scientist 


company purposes, 


ignorant of 
long-range objectives, and strategic 


capabilities to be able to direct his 
work effectively toward maximum 


reward? 


A Little Guidance 


We can increase the chances for 
discoveries potentially useful to the 
company by indicating to the sci- 
entist the areas in which technical 
accomplishments will make the 
greatest contribution to company 
growth, and by acquainting him 
with the company’s goals, its ca- 
pacity for development, its forecast 
of future marketing needs, and the 
basic economics of the industries 
it serves 

In planning for basic research, 
industry must discard the concept 
of scientific isolation. Not only must 
it educate its basic-research scien- 
tists in the broadest aspects of pres- 
ent and potential company interests, 
but it must also keep these scientists 
in touch with other technical per- 
sonnel engaged in applied research 
and development. If both 
goals are met, industry will be able 


these 


to join the experience and practical 
background of research-and-devel- 
skills 


and intuiticn of the scientists, with 


opment managers with the 


maximum benefits to the organiza- 
tion. 


Applied Research 


Out of successful basic industrial 


research will come certain scientific 
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leads that may provide a starting 
point for development. Before the 
inception of full-fledged develop- 
ment work, however, there is usual- 
ly a more careful, practical defini- 
tion of the nature of the lead. This 
is the phase of applied research. 
To be successful, a manufacturer 
must not only make products, but 
also sell them to customers. Applied 
research, therefore, involves both 
process research and applications 
research. Both must be carried out 
in parallel, and management must 
provide for a constant interaction 
of the men responsible for each. 


Development 

The central problem in planning 
for development is to establish 
economic criteria to guide the work 
and determine progress. These cri- 
teria can involve, in the simplest 
form, costs of manufacture and dis- 
tribution, and expected prices and 
volumes for sale to various markets. 

The course of the project’s de- 
velopment must be laid out in ad- 
vance and an attempt made to 
maintain time schedules and pre- 
determined budgets. Any such plan 
must, of course, remain flexible, for 
too rigid a system of advanced plan- 
ning can stultify individual effort— 
to the detriment of effective results. 

An economic estimate should in- 
clude a forecast of process costs, 
coupled with investment estimates, 
based on the results of applied re- 
search. Such an estimate should be 
considered, not as an inflexible, in- 
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hibiting influence but rather as a 
helpful guide and stimulant to the 
personnel engaged on the project. 

There must also be careful con- 
sideration of the product’s use and 
markets. If applied research has 
defined the potential uses of the 
product, this knowledge can be 
combined with the known market 
possibilities to produce a market 
potential. This, in turn, can serve 
as a guide and stimulant to appli- 
cations development, in much the 
same way as the cost estimate 
guides process development. 


Project Strategy 

Development planners will next 
be concerned with the problem of 
continuing project strategy—the 
need for timely decisions on inten- 


sity of effort, concentration on spe- 


cial difficulties, balance between 
process and market aspects, meet- 
ing business deadlines, and the like. 
How shall the decision points be 
identified and how shall the busi- 
ness managers be brought into this 
action at the right time? One cor- 
poration, the Hercules Powder Com- 
pany, subdivides development into 
three phases—laboratory, design, 
and commercial—and sets up spe- 
cific criteria for advancing a project 
from one phase to the next. Period- 
ically, a review group—including 
the operating department manager, 
his development director, a com- 
pany vice-president, the laboratory 
director, the research division man- 
ager, and the director of research 
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—comes together. Each of these 
six men has a portion of the respon- 
sibility involved in the project. 
Their periodic discussions often 
bring about harmony in views and 
clarify future strategy. 


Field Tests 

As early as feasible in a develop- 
ment project, plans must be made 
for extending applications work to 
the field. Up to that time, the in- 
formation on potential use must 
come either from general knowl- 
edge of customer needs or from 
market research studies. As soon as 
sufficient material becomes avail- 
able, field tests should be arranged. 
Sufficiently large samples of the 
product may be prepared in the 
laboratory for initial field evalua- 
tions. 

To insure that subsequent plan- 
ning of large-scale development 
phases is accurate, laboratory and 
field evaluations must be reliably 
correlated early in the project. 


Final Problem 

A final problem is that of linking 
the development portions of the or- 
ganization with the engineering and 
operating portions in anticipation of 
commercializing the project. Care- 
ful planning at the advanced-devel- 
opment phase must provide an ade- 
quate overlap of responsibilities 
during the vital transition from the 
idealized conditions of research and 
development to the practical condi- 
tions of the market. + 
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Tut LARGER an organization be- 

comes, the more difficult are its 

problems of communication—and 

they became particularly pressing 

in the case of highly placed execu- _ vitality to an organization is often 
tives who have lost touch with their —joct in all but the smallest com- 
subordinates. Naturally, any effec- panies. 

tive corporation must have some Management by exception is an 
kind of reporting and control sys- efficient technique and, for many 
tem, but the personal knowledge companies, the most practical meth- 
and contact that can add so much od of operating, but there is an 
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inherent danger that the top execu- 
tive will become insulated from the 
problems and points of view of his 
subordinates—and of their key 
people. 

Pressures of time, of course, often 
make it difficult for the executive 
to spend as much time as he would 
like with his subordinates. In larger 
organizations, he may be located in 
a different city, a different part of 
the same city, or a different part of 
a large building from the divi- 
sions for which he is responsible. 
Whatever the arrangement, distance 
lends no enchantment—and it cer- 
tainly does not improve communica- 
tions. Moreover, even if time and 
distance were not barriers, it is 


often very difficult for an executive 
to keep in touch with what is hap- 


pening two or three echelons below 
him without doing violence to re- 
porting relationships and chains of 
command. 


Problems—Not Progress 

What is needed, obviously, is 
some way by which the top execu- 
tive can learn more about his 
subordinates, their work, their prob- 
lems, and their points of view—and 
they can also learn more about him. 
In some companies and government 
agencies, this need is being met with 
a special adaptation of the staff 
meeting. In one variation or another, 
special conferences, often called 
“problem meetings,” are being held 
at fixed intervals to permit major 
divisions (or departments or plants) 
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to report directly to top manage- 
ment. 

Several major differences distin- 
guish these conferences from the 
kind of staff meetings with which 
most executives are familiar. The 
first of these distinctions is that they 
deal with problems, not with accom- 
plishments. The standing agenda is: 
“Problems We Face in Doing Our 
Job.” This eliminates the dreary 
“progress reports” that provide the 
kiss of death to so many such meet- 
ings and enables the executive to 
focus instead on trouble spots. Prog- 
ress, of course, will inevitably be 
disclosed—it is unthinkable that a 
subordinate will overlook the op- 
portunity to indicate how well he 
is doing—but emphasis will be on 
what should be done rather than on 
what has been done. 


People to People 


A second distinction is that the 
report is a divisional presentation, 
not a report by one man. The divi- 
sion chief will probably preside over 
the presentation, but the actual re- 
porting will be done by his sub- 
ordinates. Chances are the division 
manager is well known to his supe- 
riors, but his associates may not be; 
this will give them an opportunity 
to be seen and heard—and also to 
see and hear those across the table 
from them. Best results are obtained 
when several join in the presenta- 
tion. 

A third difference is the kind of 
two-way communication across hier- 
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archical levels that is made possible. 
The executive and his staff should 
feel free to interrupt the presenta- 
tions at any time with questions, 
discussion, or comments. Those 
making the presentation should ex- 
pect this, for it is one of the most 
beneficial effects of a conference of 
this type. 

If the executive has real qualities 
of leadership, their impact is clearly 
felt in such exchanges. The division- 
al people, on the other hand, have 
an Opportunity to show to advantage 
their knowledge of their subject 
matter. Ordinarily there is no need 
to schedule a question period at the 
end; this is too artificial a device. 
If the presentation itself has not 
produced questions or discussion, 
there is no point in artificially in- 
ducing them. 


Planning the Meeting 

Problem meetings require a larger 
amount of planning than goes into 
the usual meeting and, at the start, 
the participants will probably need 
coaching. Later on, as both sides 
get used to the format, this may 
not be necessary. But there should 
always be someone on the execu- 
tive’s staff, possibly in the training 
division, who will give the meetings 
the necessary guidance and leader- 
ship. The schedule should be worked 
out well in advance, for a number 
of administrative questions inevit- 
ably arise. How often, for example, 
should these meetings be held? How 
long should they last? Who should 
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attend? Should they be held when 
the executive is out of town? 

The frequency with which meet- 
ings are held will depend on the 
number of departments or divisions 
to be heard. A good rule is to meet 
with each at least twice a year. If 
the departments are large ones that 
contain several divisions, it may be 
desirable to meet with each division 
separately. 


A Regular Schedule 

The meetings should be held at 
regular intervals—say, once a week, 
or once every two weeks. It is often 
most practical to hold them the first 
thing in the morning. They need not 
be long, but they should begin and 
end on schedule; an effective pre- 
sentation need not take more than 
an hour, and it will usually require 
less. 

The top executive should preside, 
usually sitting on one side of the 
table, with those making the presen- 
tation on the other. He should be 
flanked by his chief staff people— 
other department heads, the comp- 
troller, the personnel director, and 
so on. They should all be invited 
to participate in the question-raising 
or discussion. The divisional unit 
making the presentation should be 
limited to six or seven people. 


What Goes On 


Types of presentation will vary, 
and each group should be free to 
develop its own approach. Some 
will, of course, limit their presenta- 
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tions to verbal ones, but others will 
use summary reports, visuals, slides, 
and the like. 

The executive should not use 
these meetings for problem-solving, 
but inevitably he will make some 
horseback judgments. As a matter 
of sound practice, the meeting 
should have a secretary who makes 
a brief résumé available to the ap- 
propriate persons and who records 
suggestions or directives of the ex- 
ecutive or promises of performance 
by the division. 

On occasion, a division manager 
may say: “But we have no prob- 
lems in our division; what shall we 
talk about?” The person with such 
a point of view should be told to 
present what he thinks appropriate. 
If the top executive knows his busi- 
ness, he will see to it that the right 
questions are asked. Perhaps the 
division really has solved all its 
problems, but it is more likely that 
they have not been recognized. The 
meeting will usually make it clear 
which is the case. 


When the Boss Ils Away 

What should be done when the 
boss is unable to attend? When the 
meetings are held early in the morn- 
ing, the chances of this happening 
are reduced, but sometimes it is 
inevitable—for example, when he is 
out of the city. The answer will, of 
course, vary with the organization, 
but since business must continue 
whether the executive himself is 
present or not, there is an excellent 
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argument for continuing as sched- 
uled with his deputy presiding. 
There are few things as discouraging 
as having to prepare all over again 
for a postponed meeting; although 
most people prefer to do business 
with Number One, it is probably 
better for Number Two to carry on 
than to cancel entirely. After all, 
the deputy may someday be in the 
first spot, and this provides a kind 
of executive training for him. 


Using Problem Meetings 

This kind of problem meeting is 
not new, either to business or gov- 
ernment. Many administrators are 
familiar with an adaptation of them, 
held under such varied names as 
departmental staff meetings, mill 
reviews, or “whither” meetings 
(from “whither are we going?”). 
The real differences between the 
problem meeting and the usual staff 
meeting lie in the focus and em- 
phasis. 

Too often the usual departmental 
meeting deteriorates into a drab and 
routine presentation of “facts” or 
“progress” and then, because it has 
lost much of its meaning, disappears 
altogether. The problem meeting, on 
the other hand, fixes on the diffi- 
culties that are foreseen and, by 
giving the executive insight into 
them, casts him in a supportive or 
facilitative role. 

Equally important, the problem 
meeting cuts squarely through hier- 
archy and brings the leader face 
to face with his troops. This is no 
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mean accomplishment. Not only do 
those 


to know the boss better. but they 


at the operating levels come 
also have an opportunity to ex- 
change ideas with him—something 
rarely possible in this day of large 
and complicated organizations 
and to feel his personality and his 
leadership. Thus, the meeting be- 
comes a means of communicating 


across organizational lines. 


Meetings of this kind can become 
an important unifying and integrat- 
ing force in the company. They also 
have prestige and morale effects 
that remain well after their immedi- 


ate objectives are achieved. They 


do, of course, require some expendi- 
ture of time by the executive and 
his top staff, but it is doubtful that 
it could be spent in a more profit- 
able way. 7 
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A Cooperative Approach 
to Packaging Problems 


Condensed from Modern Packaging 


Are YOU LOOKING for increased 
efficiency, dramatic cost savings, 
and greater sales appeal in your 
packaging program? One company 
was—and it found them by includ- 
ing a representative of its contain- 
er-supplier firm as a working mem- 
ber of its packaging team. 

Porter-Cable Machine Co., Sy- 
racuse, manufacturer of portable 
electric tools and gasoline-powered 
lawn and garden equipment, re- 
ports that this cooperative approach 
to its packaging problems has 
helped the company to: 

e Reduce over-all packaging and 
shipping costs 15 per cent, via a 
program of standardization and 
simplification that included the 
elimination of more than fifty 
packages and the re-engineering of 
some products to fit into smaller 
containers designed for easier 
handling. 

e Establish strong family iden- 
tity for a wide variety of machinery 
items packed in nearly 500 differ- 
ent corrugated shipper-display car- 
tons. 


e Upgrade the functional and 
protective properties of packaging 
throughout the company’s line of 
products. 

Porter-Cable’s | program—which 
continues today—may suggest how 
other manufacturers in any product 
field can achieve comparable re- 
sults. 


Design Disunity 

Several years ago, the company 
was producing a broad diversity of 
products of many different shapes 
and sizes. The drab corrugated car- 
tons in which the products were 
packed were supplied by a platoon 
of different container manufac- 
turers, and consequently there was 
absolutely no carton-design unity. 
In addition, manufacturing was 
characterized by small production 
runs, with shipments varying from 
carload lots to single units. Fur- 
ther, the company had just ex- 
panded its line to include riding 
lawnmowers, which necessitated a 
wholly different approach to produc- 
tion, packaging, and distribution 
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than was used for other, smaller 
products in the line. 

With these problems in mind, 
Porter-Cable set up a company 


packaging committee consisting of 
executives from eight departments 
concerned with packaging: manu- 


facturing, marketing, engineering, 
purchasing, finance, service, trans- 
portation, and advertising. The 
committee first clarified the com- 
pany’s packaging goals, distilling 
them to a list of six vital objectives: 

¢ Promote a favorable and con- 
sistent image for all the company’s 
products. 

e Gain brand acceptance for the 
products through uniform design. 

e Provide greater merchandising 
appeal. 

e Standardize packages for the 
company’s lower-priced tools and 
accessories. 

e Consider the development of 
appealing design features, such as 
carry handles for containers and 
self-contained display packaging. 

@ Reduce packaging costs while 
maintaining top shipping standards. 

The committee then sought to 
translate these ideals into reality 
in the shortest time and with the 
greatest efficiency. After investigat- 
ing various alternatives, the com- 
mittee decided to find one capable 
supplier and offer him a free hand 
in solving the company’s packaging 
problems, within the framework of 
company Several 
gated-carton suppliers were invited 
to submit an integrated 


policy. corru- 


package 
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program for the company, complete 
with price quotations plus ideas on 
effective design and service. The 
prize: Porter-Cable’s entire pack- 
aging business for one year. 

A supplier finally was selected, 
and an executive from the supplier 
firm was brought in to participate 
as an active member of the pack- 
aging committee and meet with the 
group on a regular basis. The com- 
pany gave him extensive briefings 
on all products; thoroughly — ex- 
plained manufacturing, assembly, 
and shipping procedures; invited 
him to visit the plant to observe 
production and packaging opera- 
tions firsthand; and outlined typi- 
cal dealer set-ups in detail. The 
company also agreed to keep him 
informed on all operations affecting 
packaging—including engineering, 
shipping, manufacturing, and sales 
promotion—and to keep him up 
to date on all new and proposed 
products. 


Tangible Results 

The first tangible result of this 
cooperative program was the de- 
velopment by the supplier’s art de- 
partment of a new, highly visual 
family design for all corrugated 
cartons in the company’s line— 
converting what was formerly a 
strictly utilitarian carton into an 
appealing point-of-purchase display 
piece. 

Other recommendations soon 
followed—including some that re- 
quired simple modifications in 
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For example, the 
company manufactures a suburban 


product design. 


lawn tractor, which formerly was 
shipped fully assembled. The sup- 
plier suggested that the wheels be 
detached so that the item could be 
shipped in a smaller carton. The 
manufacturer can now load 27 
more tractors in each boxcar than 
formerly was possible, and savings 
in packaging material and shipping 
costs are impressive. Similar econ- 
omies were achieved following a 
supplier recommendation that the 
company’s riding lawn mower be 
cartoned with its handle detached, 


rather than fully assembled. 


Cutting Cushions 


Economies in packaging time, 
material costs, and shipping weight 
were chalked up when the supplier 
pointed out that the manufacturer 
Was oOverprotecting many of its 


products by floating them inside 
the carton with cushioning inserts. 
Some products were cradled by as 


many as five intricate die-cut in- 


serts. Today, only one single cor- 
rugated insert—designed by the 
supplier—provides good in-carton 
protection for most items, the com- 
pany reports. 

Another cost-cutting device was 
the standardization of cartons for 
the company’s line of lower-priced 
tools and accessories. The company 
was able to eliminate more than 
fifty packages from its inventory; 
fifteen models of power drills can 
now be shipped in one basic type of 
carton. 

The supplier also recommended 
many packaging materials—ma- 
terials that it couldn’t supply itself 
—that had never before been used 
by the manufacturer. The result 
was faster packaging, plus reduced 
need for interior protection. Among 
these protective packages are blis- 
ter cards for router bits and tough 
polyethylene tubes for lubricating 
grease. The latter, replacing heavier 
collapsible metal tubes, require no 
cushion protection during the car- 
ton’s journey from plant to user. @ 


Pins and Pencils for Creativity 


SIXTY-THREE people equipped only with pins, paper clips, wooden tongue 
depressors, a map, a box, pencils, rubber bands, and a few other items 
startled management with their creativity recently at Eastman Kodak 
Company, Rochester, N.Y., reports Factory. 

As part of an experiment to encourage wider use of imagination on the 


ob, the people were asked to produce something original with these com- 
ponents. They came up with 66 articles, only 14 of which were duplicates. 
Out of the experiment came toy cannons, a model gas furnace, a camera 


complete with workable shutter, weighing scales, a teaching machine, and 


other items 


Kodak’s creativity-development program, the company reports, is ex- 
pected to reap worthwhile benefits on the plant floor. 
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Do-It-Yourselfers — 


a Fifteen-Billion-Dollar Market 


By Lawrence M. Hughes 


Cor nsed trom 


Ey H YEAR, the Handy American 

of 
Dur- 
paints 


Homeowner spends _ billions 


man-hours feathering his nest 


ing his “leisure time.” he 


walls, adds rooms, makes furniture, 
assembles hi-fi sets, plants gardens, 
and builds patios and pools. To “do 
he buys materials, ma- 


kits, 


to 


it himself,” 


chines, devices, instruction 


manuals, and magazines—not 


bandages for bruised 


As a result, the do-it-your- 


mention 
thumbs 
selfer, in his attempts to enlarge, 
ind add value to 59 mil- 


Management 


embellish, 


ipril 21, 1961 


Sa 


les Management 


lion housing units, has created a 15- 
billion-dollar market. 

Home Improvement Council, New 
York, that in 1961 the 
average American family will spend 
$385 on home improvement—and 


estimates 


several surveys show that a large 
part of it will be spent on do-it- 
yourself projects. Member stores of 
the National Retail Hardware Assn. 
trace 37 per cent of their sales to 
the trend. Hardware Age reports 
that seven of every ten gallons of 
paint are sold to do-it-yourselfers. 
Management, Inc 
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The New York Times reports that 
sales of power tools have multiplied 
fivefold in ten years, to 250 million 
dollars. Some 13 million households 
now have home workshops, nearly 
12 million of them equipped with 
power tools. Owens-Corning Fiber- 
glas says that 55 per cent of the 
families that treat themselves to 
screened porches or patios do the 
work themselves. And yard-fixers 
pay 400 million dollars annually for 
power mowers. 


Renters Also Repair 

Home-owner families are not the 
only ones seized by the do-it-your- 
self bug. 
of “renters” fix up their places, too. 
A survey by 
Homemakers showed that 


A surprising proportion 
Living for Young 
in one 
recent year, 80 per cent of non- 
home-owner readers spent an aver- 
age of $68 on work of their own 
to improve their rented homes or 
apartments. Three times as many 
renters did their own interior paint- 
ing and papering as hired contract- 
ors, and two-and-a-half times as 
many preferred their own work to 
contractors’ for outside painting. 
The consistency of the do-it- 
yourself trend is dramatized by three 
Better 
studies covering a nine-year period. 
During the 1951 
1960, the proportion of 


Homes & Gardens reader 


period from 
through 
family paint buyers who did thei 
own interior painting stayed around 


73 per cent; the proportion of those 


doing their own exterior painting 
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stayed around 59 per cent. Addi- 
tional percentages did part of these 
jobs. 

Adding in farm families may 
boost the do-it-yourself ratio even 
higher. Successful Farming found 
in a recent study that, when erecting 
new buildings or improving old 
ones, 68 per cent of the families 
surveyed buy the materials and “do 
own building, or build with help of 
family, hired hand, or neighbors.” 
Two-thirds of these families apply 
their own roofing; 58 per cent in- 
stall their own insulation. 


Togetherness 

Among American Home reader 
families, over 96 per cent said they 
had done one or more do-it-yourself 
projects in the last year; over 88 per 
cent of these projects were husband- 
Women did 
needlework, 
inside painting 
their husbands 
carpentry, elec- 


and-wife endeavors. 
the major share of 
gift-making, and 
and _ wallpapering; 
did the plumbing, 
trical work, and outdoor building. 
Togetherness seems strongest in gar- 
dening, inside and outside painting, 
fixing and refinishing furniture, and 
flooring. 

The couples give a score of rea- 
sons for their pursuit of such hob- 
Most 


“improved appearance,” 


bies. often mentioned are 
“sense of 
accomplishment,” “to save money,” 
“adds to our enjoyment” and “re- 
laxation.” 

Reasons given by those who don’t 
“Have 


do-it-themselves are mainly: 


71 





no time,” “prefer professional 
help,” “have no skill,” 
terested in such jobs.” 


this group also has the money to 


and “not in- 
Presumably, 


pay others for doing this work 


Shells and Second Homes 


[wo post-war developments that 
have contributed to the rise of do- 
ing-it-yourself are the “shell” home 
and the second, or vacation, home 
One building magazine estimates 
that shell homes—sold incomplete 
for owners to finish—now represent 
8 per cent, or 80,000, of the million 
Or more homes now erected an- 
Related to them are the pre- 


fabricated or module homes which, 


nually 


it says, are now “pushing 10 per 
cent of the total.” Barron's Weekl) 
points out that the 25,000 of these 
homes sold last year represented a 
volume of 75 million dollars and 
adds that the number of these 
homes is expanding at a rate of 50 
per cent annually 

A dozen builders, mainly in the 
South, now sell more than one 
thousand shell homes a year. One 
builder's homes sell in the $1000- 
to-$3500 price range and appeal to 
families in the $3000-to-$5000 in- 
come bracket. They are of wood 
frame, finished on the outside; ex- 
cept for flooring, partition studding, 
and ceiling joists, they are unfin- 
inside. The average buyer 
spends about $2500, plus months of 


ished 
his own labor, to finish the home. 
Marketers and media are promot- 


ing—and striving to keep pace with 
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—the do-it-yourself trend. Radio 
Advertising Bureau issues a report 
on “the billion-dollar paint indus- 
try.” The Bureau of Advertising tells 
its 1000 newspaper members that 
“there is a 


great deal of co-op 


money in the home-improvement 
field” —specifically in building, heat- 
ing, hardware, appliances, and fur- 
niture—and cites such periods as 
Hardware Week and “Clean Up— 
Paint Up—Fix Up Community De- 
velopment Month” as 
Building Supply News offers 


opportune 
times 
retailers a calendar for “package- 
selling” promotions, including ones 
for kitchens, recreation rooms, at- 
tics, porches, garages, breezeways, 


roofing, and siding. 


Home-Modernization Centers 


In recent years, most large mem- 
bers of the National Retail Lumber 
Dealers Association have launched 
“home modernization centers.” 
House & Home calls them “one- 
Building 


predicts 


stop modernizers,” and 
Materials Merchandiser 
that they will adjoin the majority 


of shopping centers across the coun- 


try within a decade. They consist 
of sample kitchen and bathroom 
rumpus 


scale models of 
rooms, and before-and-after pic- 
tures of renovation jobs. A dec- 


layouts, 


orator and other consultants suggest 
ideas and methods, make cost esti- 
mates, and work out installment 
credit terms. The center delivers 
the whole renovation package 
Anyone planning such a center 
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might follow these suggestions from 
House & Home: “Establish a price 
for every element on a possible job. 
Help your customers make the right 
decision. Use a model house just as 
a new-house builder does. Work 
hardest on the leads you get from 
your customers.” 

Increasingly, do-it-yourselfers ap- 
proach their jobs with power tools. 
Nearly half of reader families sur- 
veyed by one mass-circulation mag- 
azine have home workshops. Sub- 
stantial numbers own _ portable 
drills, grinders (buffers, polishers), 
sanders, several types of electric 
saws, drill presses, and power 
lathes. In fact, workshop electrifica- 
tion, combined with all the new ap- 
pliances, has gone so far that one- 
third of the families in this study 
said their homes were “inadequately 
wired for today’s living.” 

National Retail Hardware Assn. 
estimates the lawn, garden, and 
farm-supplies market of hardware 
stores at 471 million dollars. Minus 
the farm part of it, the market still 
totals 330 millions. Though these 


stores devote only a little over 8 per 
cent of their sales-display space to 
these products, they represent al- 
most 17 per cent of hardware 
stores’ combined 2.8-billion-dollar 
volume. Also, NRHA says, 80 per 
cent of this business is replacement. 

Hardware dealers emphasize per- 
sonal service and advice. They be- 
lieve that the do-it-yourself garden- 
er is glad to pay for it, and that, in 
the long run, manufacturers also 
benefit. They cite the example of 
a producer of a widely advertised 
brand of plant food who thought his 
product would move faster in gro- 
cery supermarkets. In the process, 
he lost a lot of hardware store sup- 
port. Today, after three years of 
this experiment, he is now trying 
hard to get back into hardware 
stores. 

More than 95 per cent of the 
hardware dealers report that they 
advertise lawn, garden, and farm 
supplies—most of them at least 
twice a month. Three-fifths of them 
use manufacturer co-op advertis- 
ing. 


Music Hath Charms—Sometimes 


CLAIMS THAT MUSIC can increase employees’ productivity are partially dis- 
counted in a study by Richard S. Uhrbrock of Ohio University. Uhrbrock, 
writing in Personnel Psychology, found: 

@ Factory employees in general usually prefer to work to music. 


® From 1 to 10 per cent of 
working. 


workers are annoyed by music while 


@ Young, inexperienced employees engaged in simple, repetitive oper- 
ations increased output while listening to music. 

@ Stable, experienced workers performing complex tasks did not in- 
crease productivity while listening to music. 
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Questions and Answers on 


WORKMEN'S COMPENSATION 


Condensed from Management Methods 


Woaxmen’s COMPENSATION in- 
surance costs U.S. business about 
1.5 billion dollars a year—indus- 
try’s biggest premium after group 
insurance. A number of questions 
commonly with regard to 
workmen’s compensation. Here— 
from interviews with the staff of 
John Liner Associates, Inc., insur- 
ance advisory firm—are answers to 
some of them. 

e Where can I buy workmen's 
compensation Three 
principal sources are stock com- 
panies, mutual companies, and 
state funds. (In seven states, you 
must buy from state funds, but 
other states operate them to com- 
pete with other sources.) The 
fourth major source is self-insur- 


arise 


insurance? 


ance. 

e How does self-insurance work? 
You can run your workmen’s com- 
pensation program yourself, or you 
can get professional help from 
firms that specialize in this serv- 
ice. They will set up your program 
and operate it with your money, 
for a percentage. A word of cau- 
Self-insurance can be more 


Management Methods (April, 1961) 


tion: 


troublesome than it’s worth if your 
premiums are small and you op- 
erate in several states, or if your bus- 
iness activities are subject to year- 
to-year fluctuations. And you 
should compare the safety-and-re- 
habilitation program under self- 
insurance with that of insurance 
companies. 

e How do the charges of mutual 
and stock companies compare? 
Regular policies from stock and 
mutual companies usually figure 40 
per cent as operating expenses; re- 
trospective plans often cost less, 
and self-insurance can be the least 
expensive. The charge to your com- 
pany will depend on many vari- 
ables, including size of premium, 
location of operations, and—if a 
mutual company is used—divi- 
dend-paying procedures. Remem- 
ber: Price is not everything. The 
insurance company’s reputation, 
loss-paying attitude, financial de- 
pendability, and engineering know- 
how are important considerations. 

e What are retrospective plans? 
These are cost-plus programs in 
which the insurance company pro- 
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vides all the customary services 
(such as safety engineering, claims 
handling, rehabilitation facilities, 
loss payments, etc.) but sets the 
final cost on the basis of the losses 
actually incurred during the policy 
period. The maximum cost in such 
a plan cannot exceed a preselected 
percentage of your normal cost; 
however, even the most conserva- 
tive retrospective plan involves 
some risk. 

There are many retrospective 
plans available; therefore, your 
company’s situation should be eval- 
uated annually before your com- 
pensation insurance is renewed to 
determine which plan is best for 
you—and, in fact, whether you 


should use any form of cost-plus 


plan. 

e Should we include liability and 
fleet insurance in a retrospective 
plan? In theory, all the protection 
you can get into a plan is to your 
advantage. But you run the risk of 
letting the tail wag the dog: Bad 
experience with fleet or liability 
insurance can affect your entire 
retrospective cost. And you’re tak- 
ing another risk if the fleet and 
liability premium is so small that 
one serious accident can wipe out 
the possible savings in your pre- 
mium. Safeguards against this pos- 
sibility can be included in a prop- 
erly designed policy. 

e How are rates set for work- 
men’s compensation insurance? The 
rating bureau in each state collects 
data on all industries operating in 


JULY, 1961 


the state and sets an average rate 
for the industry. Your company’s 
own experience—accident  fre- 
quency and payments—then affects 
what you have to pay. A bad loss 
experience means you'll pay more 
than the average for your industry; 
a good loss experience means you'll 
get a credit from the average. 

e What's the best way to be sure 
classifications and ratings are cor- 
rect? Maintain your payroll records 
properly and compute your own 
charges before the insurance com- 
pany auditor arrives. Job classifi- 
cations should be checked care- 
fully, overtime payments separated, 
and maximum-payroll rules util- 
ized. (Your workmen’s-compensa- 
tion audit probably allows you to 
disregard big salaries above some 
point. Overtime payments, too, can 
be eliminated from the calculation 
in many cases. Don’t just report 
gross payroll.) 

e /f two companies merge, which 
company’s rate applies? There are 
regulations governing this point. 
They often vary by state. Look for 
the opportunity of getting the most 
favorable rate that is permitted by 
these rules. In every case, your in- 
surance representative should in- 
vestigate the possibilities for you. 

e What's the best way to cut the 
cost of workmen’s compensation 
insurance? Reduce accidents. 
That’s why safety programs often 
pay for themselves in cold cash 
and are by no means merely busi- 
ness philanthropy. 





LETTERS ro 


Meeting Foreign Competition 


To THE EpITor: 


Professor Maggard is to be congratu- 
lated on his fine article, “The Hand- 
writing on the Wall,” in the May, 
1961, MANAGEMENT REVIEW. 

Too few people in our country today 
are sufficiently aware of the long- 
range implication of foreign competi- 
tion, and articles such as this are 
greatly needed. 

JouN T. CONNOR 
President, 

Merck & Company, Inc. 
Rahway, New Jersey 


To THE EbiTor: 


he article “Meeting Foreign Compe- 
tition” by John P. Maggard in the 
May issue of MANAGEMENT REVIEW 
contains a wholly inaccurate and mis- 
leading reference to International 
Business Machines Corporation when 
it states that IBM “with ten plants in 
Europe is now feeding office equip- 
ment in the domestic market from 
overseas factories.” 
Production in IBM World 
Corporation plants abroad is for our 


Trade 


overseas markets and we do not im- 


port office equipment for sale here. 
Any implication that this company is 
responsible for “exporting jobs” is 
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THE EDITOR 


completely false. As a matter of fact, 
exports of equipment produced in 
IBM plants in the U.S. are responsible 
for many production jobs. 

We hope you will take the necessary 
steps to inform your readers of the 
true facts. 

J. R. Ope! 

Director of Communications, 
IBM Corporation 

New York, New York 


To THE EpITor: 
I have just finished reading “Meeting 
Foreign Competition,” in the May, 
1961, issue of MANAGEMENT REVIEW. 
I agree completely with the state- 

ments made therein. In fact, I have 
been trying to talk along a parallel 
line, and it is indeed encouraging to 
see how many others are now doing 
the same thing. I hope we are not too 
late. 

S. T. WILLIAMS 

President, 

Scovil Manufacturing Company 

Waterbury, Connecticut 


To THE EpITor: 

Your special feature, “Meeting For- 
eign Competition,” was read with live- 
ly interest here at Great Western but, 
frankly, we were disappointed to find 
no mention of our particular export 
problem. 
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In the malting business, the prin- 
cipal cost is that of our basic raw 
material, barley—and we use millions 
of bushels of it each year. The do- 
mestic price of barley is, in part at 
least, maintained by the operations of 
our Price Support Program—and was 
recently raised another 16¢ a bushel 
by the enactment of the Feed Grains 
Bill. We suffer no singular injury as 
far as our domestic business is con- 
cerned, for our competitors have the 
same raw material cost to pay. Inter- 
nationally, however, the picture is en- 
tirely different. The prices of grains 
are lower in other countries—a fact 
recognized by the payment of a sub- 
sidy-in-kind by our government in 
order that American grains can com- 
pete effectively with those raised 
abroad. 

If, however, one is a processor of 
these artificially-priced grains, he finds 


himself with a product cost so high 
that it is difficult, if not impossible, 
to compete effectively in the world 


market. Even more ludicrous is the 
fact that it is perfectly possible for a 
foreign processor to buy our own 
American grains at a lower net cost 
than can an American processor, due 
to the discount in the amount of the 
subsidy-in-kind. And all of this sup- 
ported by the American taxpayer! 

Naturally, we have taken our case 
to the powers that be in the Com- 
modity Stabilization Service of the 
Department of Agriculture. These 
people have met and pondered the 
problem but up to this point, at least, 
have refused our plea for equal treat- 
ment in the case of barley destined 
for export. 

We are quite as willing as other 
American manufacturers to do our 
best to aid in the government's 
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avowed program to increase America’s 
share of world markets. But it is 
difficult, indeed, to compete with for- 
eign firms when we are held at a 
price disadvantage by our own laws— 
and, surely, they were never designed 
with that in mind. 

R. E. HAMACHEK 

President, 

Greater Western Malting Company 

Vancouver, Washington 


The Happiness Boys Return 


To THE EpDITor: 


At the risk of dating myself, I 
believe that Mr. Black is not correct 
in the fact of his very first paragraph 
(“Farewell to the Happiness Boys,” 
by James Menzies Black, May, 1961). 
Billy Jones and Ernie Hare were 
known as the Happiness Boys before 
they started peddling Interwoven 
socks. I recall that their previous spon- 
sor was the Happiness Candy Stores, a 
small local chain, and it was from this 
that they got their title. Happiness 
Candy has long vanished from the 
scene. 

Or am I mistaken? 

J. J. GIBLIN 

Liberty Mutual Insurance Company 

Chicago, Illinois 


© Right on most counts. Actually, 
Jones and Hare were already known 
as the Happiness Boys when the Hap- 
piness Candy chain spotted them on a 
local radio show in the South, recog- 
nized the value of the tie-in, and hired 
them for their own program. After 
Jones and Hare parted company with 
Happiness Candy, they were hired by 
Interwoven socks and became known 
as the Interwoven Pair. Now who's 
dated?—ED. 





ALSO RECOMMENDED 


summaries of other timely articles 


GENERAL 


TOP PAY RESISTS SLUMP. Business 
Week (330 West 42 Street, New York 
36, N. Y.), May 20, 1961. 50 cents. 
Despite last year’s profit squeeze, raises 
were about as common as cuts in the 
higher echelons, according to this run- 
down of top executive pay by industry 
and company. Only a few of the com- 
panies surveyed changed the amounts 
paid—up or down—by as much as 10 
per cent; a few gave their brass hefty 
pay boosts, but raises of 3 to 7 per 
cent were more typical; significant 
slashes were in profit-related bonuses, 
and where pay reductions were made, 
they were often steeper than the raises, 
with some companies handing out cuts 
ranging from 15 to 30 per cent. Predic- 
tion for the 1960's: less emphasis on 
the techniques of compensation and more 
on what executives are getting paid for. 


FORECASTING BUSINESS TOMORROWS. 
By Winston C. Dalleck. Management and 
Business Automation (600 West Jackson 
Boulevard, Chicago 6, Ill.), May, 1961. 
75 cents. If you expand your sales force 


by 50 per cent, how will your present 
product-output requirements be affected? 
How will they be affected five years 
from now? More and more companies 
in diverse lines of business are taking 
the guesswork out of management de- 
cisions by utilizing models and simula- 
tion techniques like those described in 
this article. A problem in production 
planning and a problem in maintenance 
station planning in two different kinds 
of companies are described, and their 
solutions—one involving a mathematical 
program, the other a simulation model 
—are presented. 


MORE GOVERNMENT IN’ BUSINESS. 
By John J. Corson. Harvard Business 
Review (Soldiers Field, Boston 63, 
Mass.), May-June, 1961. Reprints $1.00. 
The roles of government and of business 
in a democratic, capitalistic society— 
contrary to the businessman’s common 
assumption—are neither firmly fixed by 
the Constitution, nor unchanging, main- 
tains the author. In an investigation of 
the areas where their roles overlap, he 
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makes these predictions: Government 
will buy more goods and services and 
will extend support for science; govern- 
ment will continue to expand as an 
entrepreneur and to promote major in- 
dustries; federal regulation of business 
activity will be extended; business will 
receive encouragement to invest abroad; 
and government will persist in steadily 
promoting economic stability and growth. 


TRADE POLICY: A STRATEGY FOR THE 
COMING BATTLE. By Jacob K. Javits. 
The Reporter (660 Madison Avenue, 
New York 21, N. Y.), May 25, 1961. 
25 cents. The battle cry of protectionism 


is heard again in the land, and, as 
pressures for raising tariffs on imports 
increase, Congress and the administra- 
tion seem to be heading for a crucial 
battle on the issue just when we have 
agreed to join the Organization for 
Economic Development, according to 
this article by Senator Javits, chairman 
of the Economic Committee of NATO 
Parliamentarians. He discusses the dan- 
gers of allowing ourselves to be per- 
suaded into new protectionist measures 
and outlines proposals he has made to 
Congress for stimulating exports and for 
helping those who are seriously hit by 
competition from foreign goods. 


PRODUCTION 


ECONOMY--THE NEW FRONTIER OF 
QUALITY CONTROL. Factory (330 West 
42 Street, New York 36, N. Y.), April, 
1961. $1.00. How do you know if you 
are getting full value for every inspec- 
tion dollar spent? Sometimes inspection 
time may not be paying its way in 
defect removal, but may still be justified 
by the information it provides; for in- 
stance, it may motivate production work- 
ers or suppliers to maintain standards, 
or it may just assure that the facts 
behind management decisions are valid. 
Based on a ten-point check list devel- 
oped by Gillette Safety Razor Company 
to analyze its inspection operations, this 
article considers and resolves such ques- 
tions as which factors affect inspector 
accuracy and whether sampling plans 
reject material it would pay to accept. 


HOW TO PLAN PRODUCTION RUNS 
WITH PRECISION IN MIND. By W.N. 
Redstreake. The Iron Age (Chestnut & 
56 Streets, Philadelphia 39, Pa.), May 
11, 1961. Reprints gratis. Today, the 


trend is toward making products more 
accurate, more clearly defined, sharper, 
more uniform, or even approaching per- 
fection—and with tolerances getting 
tighter and tighter, design engineers have 
to pay more attention than ever to 
precision. This article shows how pre- 
cision can be built into metal through 
careful selection of raw materials and 
precise control of alloy composition, with 
strict control over all follow-up proc- 
esses. 


VENDOR RATING TAKES TEAMWORK. 
By John Van de Water. Purchasing (205 
East 42 Street, New York 17, N. Y.), 
April 24, 1961. 75 cents. Getting the 
facts on exactly how good a vendor is 
usually falls solely to the Purchasing De- 
partment. However, vendor rating can 
sometimes be more effective if several 
departments participate in the evaluation, 
according to the author, who describes 
how one company has _ successfully 
turned vendor evaluation into a team 
effort. With the help of special forms 
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(illustrated in the article) prepared by 
the Purchasing Department, various de- 


partments supply first-hand, weighted 


data that detail a vendor’s performance. 
The result: elimination of marginal sup- 
pliers, and quality material delivered on 


time at competitive costs. 


MACHINE STUDIES BY CAMERA. By 
J. A. Cairns and J. Salisbury. Modern 
Packaging (770 Lexington Avenue, New 
York 21, N. Y.), April, 1961. $1.00. 
Since the development of modern high- 
speed printing and packaging machinery, 


it has sometimes been impossible to 
pinpoint the source of production-line 
problems, but an equally modern de- 
velopment—ultra-high-speed cinematog- 
raphy—expands a fleeting fraction of a 
second into several minutes’ viewing 
time so that mechanical details can be 
studied at leisure. This article describes 
the technique involved, illustrates a 
situation in which use of the technique 
greatly assisted in establishing just what 
was wrong after other methods had 
proved only partially successful, and ex- 
plores limitations of the method. 


INDUSTRIAL RELATIONS 


INTERNAL COMMUNICATIONS-—ITS RE- 
LATIONSHIP TO EMPLOYEE MORALE. 
By LeRoss Parker. Personnel Quarterly 
(National Office Management Associa- 
tion, Willow Grove, Pa.), April, 1961 
$3.00 Internal communications and 
their effect on employees’ susceptibility 
to union organization are the subjects 
of this article, which deals with the roles 
of the Personnel Department and com- 
pany supervisors in keeping union in- 
minimum. The 
includes a check list 
which covers such topics as bulletins and 


fluence to a article 


comprehensive 


memorandums; employee magazines; em- 
ployee handbooks and recruitment bul- 
letins; annual reports; training sessions; 


and trade periodicals 


DO COMMUNITY RELATIONS PRO- 
GRAMS PAY OFF? /ndustrial Relations 
News (230 West 41 Street, New York 
36, N. Y.), May, 1961. $1.00. There is 
a growing recognition of the importance 
of good community relations, both to the 
company and to the community in which 


it resides, this article notes. Citing the 


experience of a number of major corpo- 
rations, it describes how one community- 
relations program contributed to the fast 
settlement of a strike and how similar 
programs have positively influenced em- 
ployee recruitment. A discussion of the 
administration of community-relations 
programs is included, as well as this 
important suggestion: Such a program, to 
achieve maximum success, must not only 
be broad in scope but must be accom- 
panied by visible evidence of strong 
management support. 


THE SUPERVISOR—KEY TO WHITE COL- 
LAR UNIONISM. By Harry R. Knudson 
and Wilbur E. Watson. University of 
Washington Business Review (148 Busi- 
ness Administration Staff Building, Uni- 
versity of Washington, Seattle 5, 
Washington), April, 1961. 75 cents. Why 
do employees join unions? Employees 
need security, companionship, and a 
sense of participation in order to be 
satisfied in their jobs, say the authors, 
who point out some of the reasons why 


white-collar unionism has grown and 
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how supervisors’ attitudes and actions 
toward their subordinates’ needs signifi- 
cantly affect the white-collar worker's 
decisions concerning his membership in 
a union. 


HOW A UNION PICKS ITS TARGETS. 
Business Week (330 West 42 Street, New 
York 36, N. Y.), April 22, 1961. 50 
cents. Before moving in to organize, 
labor sizes up employee interest in a 
union, the company’s strength and posi- 
tion in its industry, and its future as a 
going concern, according to this report 


from various union officials. The dis- 
cussion of different techniques of differ- 
ent unions points up the fact that 
traditional methods of organization have 
gone out of date with the conditions that 
created them. Says one official: “In the 
old days, you walked up to a plant, 
gave out leaflets, and waited for the 
workers to revolt against intolerable 
wages and working conditions, (but) no 
more ... We need to shift to a long- 
range approach, to change our tech- 
niques and place more emphasis on 
education.” 


RESEARCH AND DEVELOPMENT 


THE MASTER FUEL OF A NEW AGE. 
By Lawrence Lessing. Fortune (Time 
& Life Building, Rockefeller Center, New 
York 20, N. Y.), May, 1961. $1.25. 
Hydrogen, the lightest of elements, gives 
the weightiest promise of new usefulness 
to mankind in the Space Age, according 
to this article, which reports that it will 
improve man’s food and fuel, refine and 
work his metals, provide him limitless 
electrical energy, and power his voyages 
to the stars. The article discusses the 
relatively new liquid-hydrogen industry 
and the many advances that science has 
wrought in the production and handling 
of hydrogen—particularly in its liquid 


form. 


SELECTION AND PLACEMENT OF RE- 
SEARCH PERSONNEL. Research Manage- 
ment (250 Fifth Avenue, New York 1, 
N. Y.), Spring, 1961. $2.00. The proper 
selection and placement of research 
personnel are as vital to a company as 
research itself, this article notes, as it 
presents the results of a conference on 
these subjects sponsored by the Indus- 
trial Research Institute. Among the 
aspects treated are recruitment and pre- 
liminary evaluation of candidates; final 
evaluation (including consideration of 
the “odd ball”); means of attracting 
candidates; orientation and placement of 
those accepted; and performance apprai- 
sals and personal guidance. 


OFFICE 


COST CONTROL THROUGH MASTER 
CLERICAL DATA. By A. R. Davey. The 
Business Quarterly (School of Business 
Administration, University of Western 
Ontario, London, Canada,), Spring, 1961. 
$1.50. The office that operates without 
standards of efficiency runs at less than 


60 per cent effectiveness, reports the 
author. He describes the concept of 
Master Clerical Data—an adaptation of 
the principles of Methods-Time Measure- 
ment to office work—and suggests ways 
to develop the MCD program within any 
office. Among the steps detailed in this 
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article are notifying all employees con- 


cerned that an MCD program will start; 
selecting and training analysts; schedul- 
ing analysis; and determining standards 
for each job, as well as for planning and 
control of the entire program 


MAIL ROOM PRACTICES. By Charles E. 
Ginder. Office Executive (1927 Old York 
Road, Willow Grove, Pa.), May, 1961. 
50 cents. To find out how mail rooms 
are managed, how the mail is processed, 
and what types of mail equipment are 
in use, NOMA’s National Technical Sur- 
veys Committee recently conducted a 
survey among more than 1300 business, 
industrial, and service organizations in 
Canada and the United States. Some 
results: In 46 per cent of the companies 
surveyed, the office manager heads mail 
room activities; in 37 per cent, mail 


room employees start work earlier than 


other workers; and in 40 per cent, mail 
room employees work after usual office 
closing hours. A section comparing sur- 
vey findings with recommended mail 
room policies is given. 


WHAT YOU SHOULD KNOW ABOUT 
ADDING MACHINES AND CALCULA- 
TORS. Modern Office Procedures (812 
Huron Road, Cleveland 15, Ohio), May, 
1961. 75 cents. Adding machines and 
calculators are still the basic arithmatic 
machines for offices, according to this 
article, which describes four types of 
machines—adding machines, printing 
calculators, rotary calculators, and key- 
driven calculators—and details the fea- 
tures of each that will help you pick 
the right machine for your office. The 
article includes machine specification 
charts that detail the capabilities of a 
wide variety of models of each type. 


MARKETING 


PRUDENT-MANAGER FORECASTING. By 
Gerald A. Busch. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
May-June, 1961. Reprints $1.00. The 
new approach to long-range planning 
outlined in this article has been well 
tested by one top-management team; it 
puts the manager in the customer's 
place and adds substance and depth to 
executives’ expectations. The author does 
not suggest that this approach provides 
the answer to all forecasting problems 
or that it should even be applied to all 
such problems; he does, however, recom- 
mend that where the sales forecast is of 
particular importance to top management 
in long-range planning, and where ob- 
jectivity and realism are primary goals, 
the technique may be a useful addition 
to present forecasting methods. 


ANNUAL AGENCY EXHIBIT. Marketing 
(481 University Avenue, Toronto 2, 
Canada), May 5, 1961. $1.00 This an- 
nual agency exhibit presents a collection 
of outstanding campaigns that show some 
of the thought and creativity in Canadian 
advertising agencies; it gives the adver- 
tiser, the agency, objectives of the cam- 
paign, and the dominant medium, as 
well as comments and photographs. This 
year’s 375 submissions, including 114 
for radio and TV, were divided into 
six groups, which were individually ap- 
praised by representatives from the 
Association of Canadian Advertisers, the 
Canadian Association of Advertising 
Agencies, and the Copy Directors Club 
of Toronto. Information about require- 
ments for agency submission and how 
the campaigns were selected is given. 


Please order directly from publishers 


MANAGEMENT REVIEW 





SURVEY OF BOOKS 


for executives 


Climate for Control 


EXECUTIVE CONTROL—THE 
CATALYST. By William Trav- 
ers Jerome III. John Wiley & 
Sons, Inc., 440 Fourth Avenue, 
New York 16, N. Y., 1961. 274 
pages. $6.95. 


Reviewed by 
Charles E. Summer, Jr.* 


This book gives a view of man- 
agerial control that is different, from 
that of other books and articles I have 
seen. It should be useful to practicing 
businessmen and managers in govern- 
ment departments as well as to 
teachers of management and account- 
ing. 

Mr. Jerome makes two kinds of 
contributions. First, he offers a con- 
cept of managerial control that shows 
how control relates to a wide variety 
of other actions of the typical execu- 
tive. He points out that controlling 
what goes on in a large, complex 


*Associate Professor, Graduate School 
of Business, Columbia University, New 
York, New York. 
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organization involves much more 
than designing report forms and ana- 
lyzing data. In these particular re- 
spects, the book corresponds more 
closely to a general management book 
than it does to a book on control. 

The second of the author’s princi- 
pal contributions is less systematic 
than the first, but more important. Mr. 
Jerome submits a variety of fresh and 
original views on a number of im- 
portant problems in management prac- 
tice. Among them are the problem of 
creative and forceful management 
innovation versus the danger of up- 
setting a complex system; the problem 
of long-range planning; the problem 
of trying to separate line executives 
(“doers”) from staff executives (“ad- 
visors”); and certain unique problems 
in using accounting information for 
management planning (as opposed to 
fiduciary reporting) purposes. 

The opening chapter details the 
need for control in guiding a large 
organization toward progress and 
change, without unduly breaking 
down existing ways of doing things. 
The growth of large and dispersed 
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operations, the necessity for decen- 
tralization, and the place of control 
in decision-making and communica- 
tion are all viewed as increasing the 
need for good management control. 

Chapter 2 lists seven key ideas that 
“permeate all successful systems of 
management control.” This list is 
fairly original and should at least 
stimulate the business man to ponder 
his own attitudes and compare them 
with Mr. Jerome’s ideas about the 
particular skills and attitudes required 
from management for successful con- 
trol. 

Chapters 3 and 4 discuss various 
methods of evaluating a company’s 
operations that have been advocated 
by outsiders—e.g., the Forbes maga- 
zine and the Metropolitan Life Insur- 
ance Company check lists. The control 
systems used by General Electric, Du 


Pont, and Koppers, which are ex- 
amined in the last three chapters of 
the book, illustrate how “inside” cri- 
teria are used for evaluation purposes. 


Chapters 5 through 10, together 
with Chapter 12, comprise the most 
important part of the book. In them, 
the author views what he calls the 
“system” of executive control. He has 
already made it clear, in his introduc- 
tion, that the book does not use a 
“how to do it” approach. Rather, the 
executive must create a_ climate 
through integrating four elements in 
the control system: market knowledge 
(Chapter 6); the creative force of 
planning (Chapter 7); the proper or- 
ganization structure (Chapter 8); and 
an effective information system 
(Chapter 9). This approach, says Mr. 
Jerome, is “the only way I have dis- 
covered of answering the question 
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‘What can executives do to insure 
successful control?’” This approach 
may leave the reader somewhat puz- 
zled as to particular applications of 
the book to everyday problems, but 
it is much more valid than specific 
“how to do it” prescriptions. 

The chapter on market knowledge 
is one of the weaker ones. Its prin- 
cipal message is that for successful 
control of a company or department, 
the executive must start with objec- 
tives (Or measurement criteria) that 
are realistic in view of the market 
for products. 

The following chapter, however, 
contains some highly original contri- 
butions on long-range planning—par- 
ticularly an understanding of how 
long-range planning relates to budget- 
ing and to the motivation of people 
in the organization. 

When he comes to the organiza- 
tional element in control, the author 
presents a strong case for the place of 
control in getting the job done (rather 
than in constraining lower-level man- 
agers). He strongly emphasizes the 
necessity for more democratic sharing 
of the control process, though he gives 
a somewhat traditional explanation 
of the philosophy of decentralization. 
One highly interesting idea here is 
that the demarcation between line and 
staff managers is becoming less pro- 
nounced in modern, complex compa- 
nies—the tendency rather is for all 
executives to merge into a manage- 
ment group that makes decisions and 
influences the organization. 

The chapter on providing an infor- 
mation network also contains some 
useful, original ideas on problems and 
pitfalls in using accounting informa- 
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tion and on certain principles to 
observe in using control reports. 
Chapter 10, which discusses the 
climate of control, is one of the most 
important in the book. Mr. Jerome 
says that this climate is created by 
the way managers behave in decision- 
making, authority relationships, and 
leadership. He views the educational 
aspects of control and discusses three 
important attitudes of managers: at- 
titudes toward certainty and risk, 
toward the superior-subordinate re- 
lationship, and toward the job of man- 
aging. To some, it may seem that this 
attitudinal aspect of control is odd. 
However, “it is just this insistence 
[on looking at attitudes of the execu- 
tive],” according to the author, “that 
makes the control system a flexible 


one, hospitable to those given to ma- 
thematical model building, and recep- 
tive to those who are seeking newer 
means of releasing the power preva- 
lent in the ideas and motivations of 
people.” 

Also worthy of note is an intriguing 
chapter entitled “The Meaning of Mis- 
takes.” It deals with various causes of 
errors and some ways in which execu- 
tives might improve their diagnosis 
of problems when results do not 
conform to plans and standards. 

Finally, Mr. Jerome presents in 
some detail the control systems of 
three companies—Du Pont, General 
Electric, and Koppers. In addition to 
providing this information, he gives 
some useful comments on and cri- 
tiques of each approach. @ 


A Penny Saved... 


COST REDUCTION GUIDE FOR 
MANUFACTURING MAN- 
AGEMENT. By H. Clifton 
Morse and E. E. Wyatt. Wyatt & 
Morse, Inc., 332 South Michigan 
Avenue, Chicago 4, Ill., 1961. 
225 pages. $18.00. 


Reviewed by Don F. Copell.* 


The two authors of this book must 
have spent years compiling the valu- 
able information it contains. In their 
view, if cost reduction is to be effec- 
tive, it must be a continuing, company- 
wide management function whose 
objectives are clearly spelled out and 


*Executive General Manager, The W. E. 
Long Company, Chicago, IIl. 
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understood by everyone in the organ- 
ization. Appropriately, they stress that 
cost reduction is not achieved through 
a series of letters from the company 
president, directing subordinates to 
save, nor does it follow from execu- 
tive decree arbitrarily dictating a 10 
or 20 per cent cut in costs. Cost re- 
duction, they point out, is a system- 
atic program of (1) waste prevention, 
(2) operation analysis, and (3) feed- 
in of new ideas. 

Because waste prevention deals with 
tangibles, the results of a waste-pre- 
vention drive should be immediate 
and evident to all employees. If the 
drive is effective, it invariably gener- 
ates company-wide enthusiasm and 
cooperation, the authors believe. They 
give numerous examples of the results 
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achieved by the practical application 
of waste-prevention principles. 

Operation analysis, they explain, is 
a methodical examination of the com- 
pany’s operating methods, aimed at 
pinpointing inefficiencies. As for the 
third phase of the program, they stress 
that it must be set up so that it will 
be receptive to new ideas not only 
from within the organization, but also 
from outside sources. The proper or- 
ganization of a cost-reduction pro- 
gram, the authors suggest, entails the 
following steps: 

|. Involve as many employees as 


possible. 

2. Make one person responsible. 
3. Keep the program simple. 

4. Watch expenses. 


5. Set goals. 
6. Conduct cost-reduction semi- 

Measure and control perform- 
ance. 

8. Issue monthly progress reports. 

Particular emphasis is placed on 
the fact that cost reduction is neither 
a one-man job nor the sole function 
of any one group or department. Ac- 
cordingly, one whole chapter is de- 
voted to the function and role of the 
coordinator and his relation to other 
members of management. 

Realizing that development of em- 
ployee participation in a cost-reduc- 
tion program is a basic problem, the 
authors numerous ways of 
publicizing the program to bring 
about effective two-way communica- 


suggest 


tion among management, supervision, 
and employees. A cardinal principle 
here, they maintain, is to tell and 
retell the cost-reduction story through 
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every possible medium at the com- 
pany’s command. 

Section II of the book is devoted 
entirely to case histories. They are 
reported in great detail and with ample 
substantiating data. Each case dis- 
cussed shows the valuable results that 
can be and are being attained through 
effective cost-reduction programs, And 
to prove that cost reduction is not 
limited to manufacturing operations, 
the authors give examples of its appli- 
cation to inventory control, product 
simplification and __ standardization, 
packaging, material handling and 
warehousing, and_ successful 
planning and distribution. 

Section III offers a brand-new tool 
for systematically auditing every phase 
of the company’s operations. Titled 
“Operation Analysis Audit,” it con- 
hundreds of well- 
questions 


sales 


sists of virtually 
thought-out, well-directed 
that, when answered, should provide 
all the information needed to take a 
good look at the entire organization. 
his section is even better organized 
than a C.P.A.’s approach to a finan- 
cial audit and, with some minor ad- 
justments, could profitably be used by 
any organization. 

All in all, the new approach to an 
old problem exemplified in Cost Re- 
duction Guide is highly impressive. 
The book is so original, so practical, 
so different, and so comprehensive 
that it should be on every manager's 
desk for handy reference at all times. 
Certainly it should be must reading 
for every newcomer to the practice of 
cost reduction and waste control. It 
can save practically any company a 
lot of trial and error, as well as time 
and money. @ 
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MARKETING 


MANAGEMENT IN MARKETING. By Hector Lazo and Arnold Corbin. 
McGraw-Hill Book Company, Inc., 330 West 42 Street, New York 36, 
N.Y., 1961. 657 pages. $8.50. Designed for the advanced student as well 
as for the marketing executive, this text covers the latest concepts of 
marketing management rather than day-to-day marketing operations. The 
first section deals with the preliminary phases of marketing, while the 
two remaining parts discuss management in specific marketing functions 
and the elements of managerial administration. 


HOW TO SELL YOUR WAY INTO THE BIG MONEY. (Revised Edition.) By 
Vincent F. Sullivan. Prentice-Hall, Inc., Englewood Cliffs, N.J., 1960. 204 
pages. $4.95. This edition describes new opportunities opening up in the 
sales field, as well as the latest ideas, methods, and techniques used by 
successful salesmen. 


SELLING: Its Broader Dimensions. By Taylor W. Meloan and John M. 
Rathmell. The Macmillan Company, 60 Fifth Avenue, New York 11, N.Y., 
1960. 409 pages. $5.50. A compilation designed to supplement and enrich 
the traditional concept of college and industry courses in salesmanship. 
Some of the major topics covered are the development of selling and its 
changing role; selling in tomorrow’s world; market segmentation; consumer 
prediction and motivation; the sales mix; and the sales process. 


SUCCESSFUL SALESMANSHIP. (Fourth Edition.) By Paul W. Ivey and 
Walter Horvath. Revised by Wayland B. Tonning. Prentice-Hall, Inc., 
Englewood Cliffs, N.J., 1961. 454 pages. $9.00. Completely revised and 
updated to meet the trend toward more complex products and services, 
this text has been condensed from 35 to 25 chapters. Material has been 
arranged into more compatible groupings, and the selling formula, empha- 
sizing a problem-solving concept, has also been streamlined. 


ADVERTISING PRINCIPLES AND PROBLEMS. By Charles J. Dirksen and 
Arthur Kroeger. Richard D. Irwin, Inc., 1818 Ridge Road, Homewood, IIL., 
1960. 542 pages. $9.65. Stressing management’s concern with over-all 
advertising strategy rather than the use of advertising mechanics, the 
authors provide a general background for the businessman required to 
participate in his company’s marketing program. Numerous business prob- 
lems are discussed and a number of case studies are included. 
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SALES CONTESTS AND INCENTIVE PROGRAMS. By David D. Seltz. 
Prentice-Hall, Inc., Englewood Cliffs, N.J., 1960. 210 pages. $5.35. A guide 
to the use of contests and incentive programs in motivating the company’s 
salesmen. Case studies of successful programs are included. 


FOREIGN OPERATIONS 


INTERNATIONAL MARKETING. By Roland L. Kramer. South-Western 
Publishing Company, 5101 Madison Road, Cincinnati 27, Ohio, 1959. 658 
pages. $7.50. This text attempts the broadest possible treatment of its 
subject. It is divided into three parts: The first presents a framework for 
the actual organization and operation of international marketing, with a 
discussion of some of the important research in the field; the second covers 
international marketing organizations and methods; and the third is con- 
cerned with the technical and financiai aspects of an international operation 
after the marketing organization has been determined and trade channels 


have been selected. 


INTERNATIONAL TRADE: Theory, Policy, Practice. By Roland L. Kramer 
et al. South-Western Publishing Company, 5101 Madison Road, Cincinnati 
27, Ohio, 1959. 678 pages. $7.25. The “theory” section of this text 
presents the economic basis for international trade and the institutions 
through which international payments are transferred, determined, and 
adjusted. The “policy” section attempts to explain the development of 
national policies that do not conform to sound theory, appraises the con- 


sequences of national restrictive measures, and discusses the ways in which 
these measures are counteracted. A concluding “practice” section deals 
with trade channels, marketing organizations and methods, and a variety 


of related topics. 


INTERNATIONAL BUSINESS: ESSENTIAL CONSIDERATIONS FOR GROW- 
ING MIDWEST ENTERPRISE: Proceedings of an International Business 
Conference, May 4-5, 1960. Edited by Laurence P. Dowd. Bureau of 
Business Research, School of Business Administration, The University of 
Michigan, Ann Arbor, Mich., 1960. 175 pages. $3.50. This collection of 
papers and panel discussions covers four broad topics: international oppor- 
tunities for Midwestern corporations, problems of financing international 
business, problems of managing it, and the impact of the St. Lawrence 


Seaway on Midwestern business. 


INTERNATIONAL INSURANCE: A Tribute to Professor Alfred Manes. 
Compiled by Hardy F. Glass. International Insurance Monitor, 51 Cham- 
bers Street, New York 7, N.Y., 1960. 132 pages. $4.75. An anthology 
consisting of four essays on various aspects of international insurance 


and reinsurance. 
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AMA ENCYCLOPEDIA 
OF SUPERVISORY TRAINING 


Basic Materials from Successful Company Programs. If you want 
workable training ideas, you'll find them in this monumental new 
sourcebook. Here are actual supervisory training materials used by 
39 companies. And this truly encyclopedic work is organized for 
maximum usefulness and fingertip reference. 


In this giant-size volume, you'll find tested methods and adaptable 
plans to help you build a better training program and achieve your 
training goals. It includes: an authoritative survey of the develop- 
ment of supervisory training and a step-by-step review of training 
techniques; descriptions of every type of training program—formal 
and informal, large and small—arranged by subject matter; and 
guides to help you plan, organize, staff, and control your own 
program. (1961) 


180 pages $22.50/AMA members: $15.00 
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